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FOREWORD

This guide provides a synopsis of Federal requirements for financial management
systems. It was prepared by Defense Finance and Accounting Service (DFAS). The guide
represents a comprehensive compilation of financial management systems requirements
mandated by the Federal Financial Management Improvement Act of 1996. Requirements
contained within this document are applicable to accounting and finance systems operated and
maintained by DFAS as well as “feeder” systems owned by the military services and DoD
component agencies.

The overall purpose of this guideisto help DoD managers comply with amyriad of
financial requirements when planning, designing, enhancing, modifying, and implementing
financial management systems. The guide servesas a“roadmap” to those Federal requirements
by major functional areas. It includes references to the authoritative sources for the
requirements. This document serves only as a guide for managers who are responsible for
financial management systems—managers are still explicitly responsible for being
knowledgeable of the various authoritative sources of financial requirements (both legidlative
and regulatory), and complying with the requirements. To assist managers, we have included in
the “Introduction and Overview” internet addresses where authoritative sources of requirements
may be accessed.

This version of the guide incorporates revisions to the authoritative sources up to and
including the release of JFMIP SR-02-01 in November 2001. Theinitial release of thisversion
of the guide (4.0) appeared in June 2002. Version 4.1 (October 2002) incorporated a major
consistency and format edit of the document. Version 4.1.1 contains some additional minor edits
and corrections; for a copy of these send a request to bluebook@dfas.mil.

Users of this guide are asked to forward comments and suggested changes

by mail to: or by phone or e-mail to:
Director for Systems Integration 703-607-5069
Defense Finance and Accounting Service bluebook @dfas.mil

Attn:. DFAS-DSMA

1931 Jefferson Davis Highway
CM 3, Room 900

Arlington, Virginia 22240-5291

The electronic version may be accessed at http://www.dfas.mil/library/79004g.pdf .
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SI GNI FI CANT REVI SI ONS AND/ OR UPDATES
CONTAINED IN TH' S VERSI ON

Since DFAS first published this guide in January 1998, a
nunber of significant revisions in financial mnagenent systens
requi renents have occurred. For exanple, JFM P has revised and
re-issued several of its financial nanagenent systens
requi renents docunents and DoD has revised and re-issued several
Depart ment of Defense Financial Managenent Regul ati ons (DoDFMVR).
In addition, OVB has formally published a nunber of new SFFASs.
Vari ous requirenents contained in the three previous versions of
this gui de have been del eted since they are no | onger contained
in current authoritative pronouncenents. In addition, sone
requi renents were quite simlar or redundant with one anot her —
whenever practical, redundant requirenents have been nerged.
Wthin this version, we have clearly identified del eted and
merged requirenents while maintaining the integrity of assigned
requi renent nunbers.

In this version, we have described these changes for each
affected FFMR i n an Appendi x, “Description of Requirenent
Changes.” Additionally, two colums have been added in each of
the requirenents chapters. One, labeled “VA", is used to
i ndi cate “Val ue Added” Requirenents:

V—Val ue- Added These requirenents are to be considered in
addition to the nandatory requirenents. (See
the section on Mandatory and Val ue- Added
Requi renents later in this introductory
chapter.)

The other, |abeled “AT” for “Action Taken” docunments the changes
fromVersions 2 and 3 by |abeling the FFMR with
one of the follow ng actions:

A- Added FFMRs These are new requirenents due to revised and
updat ed source docunents.

C Changed FEMRs These requirenents were contained in previous
versi ons, but were changed for various reasons,
as described in the Requirenent Changes

Appendi Xx.

D-Del eted FFMRs These requirenments were renoved fromthis
ver si on because they were no | onger required by
t he source docunent or were redundant with
anot her FFMR

Note: |If there is no code in the AT colum for an FFMR, it is,
by definition, unchanged from previ ous versions.



| NTRODUCTI ON AND OVERVI EW

The Department of Defense (DoD) is one of the largest and most
complex organizations in the world. DoD annually reports hundreds of
billions of dollars in assets. The Department is responsible for
liabilities of about $1 trillion dollars. Each fiscal year DoD
recognizes several hundred billion dollars of revenues, financing
sources, and incurred expenses.

The Department, through its military services — the Army, the
Navy, the Air Force, and the Marine Corps—and its combatant commands
carries out its mission and programs on a worldwide basis. The scope
of DoD’s operations dwarfs those of most large corporations and many
autonomous countries. All of those activities affect the department’s
financial status. Obviously, i1t is critical that DoD have high quality
financial management systems, and data from its operational and support
systems, to meet its financial requirement to efficiently and
effectively perform its missions.

DoD operates hundreds of automated information systems —
financial, non-financial, and mixed® — in executing its missions and
programs. Although the Defense Finance and Accounting Service (DFAS)
is responsible for the majority of the Department’s finance (i.e.
entitlement and disbursing) and accounting systems, DFAS is not
responsible for all of the systems that produce financial management
data all of its accounting systems. Non-DFAS systems that support
other functional area, including acquisition, logistics, property
management, and personnel, generate and process a significant amount of
financial data that are ultimately used by the Department for
management, analysis, and financial reporting.

DoD’s auditors, over the past dozen years or so, have issued
numerous reports that criticized DoD”’s financial management systems for
their inability to capture, maintain, control, and report reliable and
consistent information in a timely manner. During the last several
years, substantial improvement of DoD’s financial management has been a
top priority of the Department’s leadership. DoD’s leaders concluded
that the Department’s financial management deficiencies were more
fundamental and entrenched than previously recognized. The remedy has
been the most comprehensive reform of financial management systems and
practices in DoD history.?

A major component of DoD”’s reform initiatives is the consolidation
and standardization of finance and accounting systems. The Ffirst step
was to designate certain existing finance and accounting systems as
migratory systems, into which similar systems (such as civilian pay,
military pay, travel, etc.) were to be consolidated. Simultaneously,
DoD undertook improving accounting systems to make them compliant with
generally accepted accounting principles for Federal agencies. The

! Mixed systems contain both financial and non-financial data.
2 Annual Report to the President and the Congress, William S. Cohen, Secretary of Defense, April 1997, pg. 95.



ultimate goal of the improvement efforts is to make the accounting
systems capable of providing accurate, timely, and auditable
information to management and decision-makers, including the Congress.

In order for its accounting systems to produce accurate and
auditable information, DoD needs to enhance many systems other than
jJust the accounting systems. Within the Department, dozens of systems
provide financial data to the DFAS-operated systems. Much of this
data, which flows through a myriad of “feeder systems,” is not under
adequate internal and data controls and does not comply with Federal
requirements. Therefore, the Department has embarked on an effort to
bring its critical feeder systems into compliance with applicable
Federal requirements.®

Various laws and regulations provide specific criteria and
requirements for Federal financial management systems. The following
are synopses of the major laws and regulatory sources that materially
affect DoD”s financial management systems.

PRINCIPAL STATUTES MANDATING REQUIREMENTS
FOR FINANCIAL MANAGEMENT SYSTEMS

The decade of the 1990s saw a tremendous change in emphasis by the
Congress concerning the Federal government’s financial management
operations. No longer is almost exclusive emphasis on fund control and
budget execution the primary driving force behind agencies” financial
management operations. From late 1990 through 1996, the Congress
passed a number of laws directing agencies to improve their financial
management operations, systems, performance, internal controls, and
financial reporting.

Chief Financial Officers (CFO) Act of 1990: The Congress, concerned
about the overall state of financial management within the Federal
sector, passed this law (Public Law 101-576) in November 1990. The
Congress” objectives in passing the act were to: (1) bring more
effective general and financial management practices to the Federal
government; (2) provide for improvements in Federal agencies”’ systems
of accounting, financial management, and internal control; and (3)
provide for the production of complete, reliable, timely, and
consistent financial information for the use of executive branch
managers and the Congress in financing, managing, and evaluating
Federal programs. This law requires each Federal agency to develop and
maintain an iIntegrated agency accounting and financial management
system that includes a financial reporting capability and adequate
internal controls. The system must, among other things, (1) comply
with applicable accounting principles, standards, and requirements, and
internal control standards, and (2) comply with the policies and
requirements prescribed by the Director of the Office of Management and
Budget (OMB). The law required, on a pilot basis, certain agencies

% See the Department of Defense’ s Financial Management Improvement Plan, September 1999.



(including the Air Force and the Army) to prepare annual consolidated
financial statements and have them audited. The law also required
agencies to prepare, and have audited, financial statements for
revolving funds.

Government Performance and Results Act of 1993: In August 1993, the
Congress passed this act (Public Law 103-62) to improve operations,
programs, and management of Federal agencies. By the end of fiscal
year 1997, the head of each Federal agency was to submit to OMB a
strategic plan for program activities, including performance goals and
objectives. Annually, beginning in fiscal year 1999, each agency was
to present to OMB a performance plan covering each program activity set
forth in the agency’s budget. No later than March 31, 2000, and
annually thereafter, each agency is required to submit to the President
and the Congress a report on program performance for the previous
fiscal year.

Government Management Reform Act of 1994: This law (Public Law 103-356)
expanded the financial statement audit requirements of the CFO Act of
1990 to all “CFO Act” agencies. This law required the Navy and DoD to
prepare, and have audited, their financial statements for the first
time beginning with fiscal year 1996.

Federal Financial Management Act of 1996: This law requires each
Federal agency to implement and maintain financial management systems
that comply with applicable accounting standards and systems
requirements. Specifically, agencies” financial management systems are
to comply substantially with (1) Federal financial management systems
requirements, (2) applicable Federal accounting standards, and (3) the
United States Standard General Ledger (US SGL) at the transaction
level. Auditors who conduct agency financial audits are required to
report whether the agency’s financial management systems substantially
comply with the aforementioned requirements. In cases where the
auditors find systems not in compliance with applicable requirements,
the auditors are required to report the entity or organization
responsible for the systems not in compliance. They must also report
“all facts pertaining to the failure to comply with the requirements.”

PRIMARY REGULATIONS AND OTHER GUIDANCE
AFFECTING FINANCIAL MANAGEMENT SYSTEMS

Several agencies and organizations promulgate authoritative
regulations and guidance relative to financial management systems with
which Federal agencies are to comply. Principal among these are OMB,
the Department of the Treasury, the General Accounting Office (GAO),
the Joint Financial Management Improvement Program (JFMIP), and the
Federal Accounting Standards Board (FASAB).

Office of Management and Budget: OMB formulates and coordinates
management procedures and program objectives within and among Federal
departments and agencies. Relative to financial management operations



and systems, OMB publishes Federal accounting standards that FASAB has
recommended, and which OMB, the Department of Treasury, and GAO have
adopted. In addition, OMB has issued circulars and bulletins that
established financial management requirements with which Federal
agencies are to comply. Principal among these are Circulars A-127, A-
123, A-130, and A-11, and Bulletins 97-01 and 98-08. Circular A-127
prescribes policies and standards for executive departments and
agencies to follow in developing, operating, maintaining, evaluating,
and reporting on financial management systems. Circular A-123 provides
guidance to Federal managers on improving accountability and
effectiveness of programs *and operations by establishing, assessing,
correcting, and reporting on management controls. Circular A-130
prescribes policies regarding information resource management.

Circular A-11 provides guidance on the preparation and submission of
agency budget requests, including reporting on the agency’s critical
financial management systems. Bulletin 97-01 defines the form and
content of Federal agencies” financial statements beginning with fiscal
year 1998. Bulletin 98-08 provides guidance to Federal agencies’
inspectors general and financial management personnel on complying with
the Federal Financial Management Improvement Act of 1996.

Treasury: The Department of the Treasury publishes various fiscal and
accounting policies and requirements in its Treasury Financial Manual.
Treasury provides guidance on central accounting and reporting, payroll
deductions and withholdings, disbursing, collections. Treasury also
officially publishes the US SGL and related information pertaining
thereto.

General Accounting Office: Prior to the establishment of FASAB in 1990,
GAO promulgated accounting standards for the Federal sector. GAO
published such standards in Title 2 o/f GAO’s Policy and Procedures
Manual for the Guidance of Federal Agencies. However, the adopted
Statements of Federal Financial Accounting Standards (SFFAS) have
rendered most of the “Title 2” accounting standards inapplicable. GAO
also establishes certain requirements for financial systems as well as
internal control standards for the Federal government.

Joint Financial Management Improvement Program: JFMIP is a joint
undertaking of OMB, the Treasury, GAO, and the Office of Personnel
Management to improve financial management practices throughout the
Federal government. JFMIP publishes financial management systems
concepts, framework, and requirements. OMB incorporates JFMIP’s
systems concepts and requirements by reference in Circular A-127,
thereby making the concepts and requirements applicable to Federal
agencies.

Federal Accounting Standards Advisory Board: In October 1990, the
Secretary of the Treasury, the Director of OMB, and the Comptroller
General of the United States established FASAB to consider and
recommend accounting principles for the Federal government. FASAB
recommends accounting standards, which, iIf accepted by the Congress and
adopted by the Board’s sponsor (OMB, GAO, and Treasury), OMB publishes.



REQUIREMENTS CONTAINED IN THIS DOCUMENT

The CFO Act specifically requires each Federal agency to develop
an integrated financial management system, which Incorporates adequate
internal controls and a financial reporting capability. The system
must comply with applicable Federal principles, standards, and
requirements. OMB, in Circular A-127, prescribes the policies and
standards for agencies to follow in developing, operating, evaluating,
and reporting on financial management systems.

In May 1996, DFAS established the Defense Accounting System
Program Management Office to manage the consolidation, integration, and
modernization of existing DFAS accounting systems. (DFAS has since
reconstituted the Program Management Office as the Systems Integration
Directorate.) The scope of the Directorate’s efforts includes all
migratory and legacy accounting systems that DFAS owns and operates.
Except for ensuring that appropriate interfaces are in place, the
Directorate’s responsibility does not extend to the accounting and
other financial management systems owned and operated by the military
services and Defense agencies. However, the Directorate has compiled
Federal accounting, financial management and financial reporting
requirements pertaining to those systems and related accounts. This
document represents that compilation.

While this document represents an extensive compilation of Federal
requirements applicable to DoD’s financial management systems, it does
not necessarily include all requirements that pertain to such systems.
A myriad of requirements applicable to Federal financial management
systems exists iIn dozens of different authoritative sources. This
document contains hundreds of requirements promulgated by the central
agencies and DoD. As such, the document represents a valuable tool for
systems managers, operators, programmers, and accountants to use in
planning, developing, implementing, modifying, and evaluating financial
management systems. The intent of this document, as a tool, is to
focus management’s attention on the requirements financial management
systems must satisfy. Management, however, is explicitly responsible
for being knowledgeable of the actual laws and regulations and ensuring
that their systems comply with them. Additionally, DoD has published
the Department of Defense Financial Management Regulations, DoD
7000.14-R (DoD FMR), which contains Department-wide financial
management policies and detailed requirements with which components are
to comply. While this guide contains some of the systems requirements
stipulated in the DoD FMR, it does not contain all.

DoD operates hundreds of systems to initiate, process, record,
summarize, control, and report financial transactions and events.
Overall, these systems are not integrated and, in many cases, do not
adequately comply with applicable Federal financial management and
accounting requirements. Currently, DoD, primarily through DFAS, has
efforts underway to consolidate and standardize financial operations,
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systems, and locations. This compilation of Federal financial
management systems requirements will support the standardization of
financial management and accounting operations and enhance compliance
with laws and regulations.

The requirements contained in this document represent specific
requirements for financial management systems arranged by major
functional categories. For example, separate sections cover
requirements for general ledger functions, property accounting,
inventory management and accounting, managerial cost accounting,
grants, and loans. This document also provides the authoritative
source citation(s) for each requirement.

The following are the major functional categories of requirements
contained in this document:
1. General Ledger
2. Financial Reporting
3. Property, Plant and Equipment
4. Inventory, Operating Materials and Supplies, Stockpile
Materials
. Revenue (Including Financing Sources) and Accounts
Receivable
6. Managerial Cost Accounting
7. Human Resources and Payroll
8. Funds Control and Budgetary Accounting
9. Accounts Payable (Payment Management)
10. Travel
11. Direct Loans
12. Guaranteed Loans
13. Grants
14. Audit Trails and System Controls
15. Seized Assets
16. BenefTits

a1

ORGANIZATIONAL RESPONSIBILITIES FOR
ENSURING COMPLIANCE WITH REQUIREMENTS

Within DoD, various organizations operate financial management
systems. While in an overall scheme, many of these systems should be
linked in an integrated network; often the systems are ‘“stand-alone” or
“stovepiped” systems that are not logically integrated with other
related systems. Critical financial data, instead of being transferred
electronically between systems through well-controlled interfaces, are
often transferred manually by means of journal vouchers, hardcopy
spreadsheets, “data calls,” or other inefficient and error-prone
methods.

DFAS operates most DoD’s core accounting systems and prepares the
Department”s various financial statements and reports. Therefore, DFAS
is the primary Departmental entity responsible for general ledgers and
financial reporting. (DFAS does not own nor operate and maintain every
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accounting system within the Department.) However, much of the data
used by DFAS to carry out DoD’s accounting and financial reporting
functions—such as property and inventory values—originate in non-DFAS
organizations or systems. Therefore, other organizations, primarily
the military services and Defense agencies, should be held responsible
for the compliance of their financial management systems with all
applicable Federal requirements.
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Mandat ory and Val ue- Added Requirenents

This document follows the JFMIP practice of identifying
requirements as either mandatory or value-added. JFMIP defines mandatory
requirements as follows, “The mandatory requirements describe what the
system must do and consist of the minimum acceptable functionality
necessary to establish a system or are based on Federal laws and
regulations. Mandatory requirements are those against which agency heads
evaluate their systems to determine substantial compliance with system
requirements under the FFMIA. These requirements apply to existing
systems in operations and new systems planned or under development.”

JFMIP defines value-added requirements as follows, “The value-added
requirements describe features or characteristics and may consist of any
combination of the following: (1) using state-of-the-art technology, (2)
employing the preferred or best business practices, or (3) meeting the
special management needs of an individual agency. Value-added, optional,
and other similar terminology may be used to describe this category of
requirements. Agencies should consider value-added features when judging
systems options. The need for these value-added features in agency
systems is left to the discretion of each agency head.

Agencies may augment the mandatory requirements with value-added
features or with agency unique requirements, which must be carefully
defined to assure consistency with government-wide standard requirements.
Further, each agency must also integrate the standard requirements with
existing systems and with the major program systems that are unique to
the agency.”

In this document, all requirements are mandatory (as defined by
JFMIP above), unless specifically identified as value-added;
additionally, mandatory requirements usually use the term “must”. We
identify value-added requirements by adding a “v” to the requirement
number; we then extract the requirement and place it in a separate
appendix for the applicable chapter. Additionally, in keeping with the
JFMIP practice, value-added requirements usually use the term “should”.
Therefore, it is important that users of this document make this
distinction and not construe ‘“should” as “must’”; treat all such value-
added requirements as defined by JFMIP above.



LEGEND FOR SOURCES OF FEDERAL FI NANCI AL
MANAGEMENT SYSTEMS REQUI REMENTS

Citation Docunent Title Dat e of
Docunent

Web Address

ovB Ofice of Managenent and Budget

OMB Hone Page
* http://ww. whitehouse. gov/ QvB/

OVB Bul l eti ns

Sel ected OMB Bull eti ns
* http://ww. whitehouse. gov/ OVB/ bul | eti ns/i ndex. ht n

Bull. 97- Form and Content of Agency Financial Statenments OCct

* http://ww. whitehouse. gov/onb/bulletins/full.doc
Techni cal Amendnents to OVB Bulletin 97-01, Nov
Form and Content of Agency Financial Statenents

* http://ww. whitehouse. gov/ OVB/ bul | etins/97-01. ht n

OMB Circul ars

Cir. A-11 Table of Contents Jul
* http://ww. whi t ehouse. gov/onb/ circul ars/all/ 00t oc. ht n

Cr. A-11 Part 1 - Preparation and Submni ssion of Budget Jul

Esti mat es
* http://ww. whi t ehouse. gov/onb/circulars/all/s10 3. pdf
Cr. A-1l1 Part 2 - Preparation and Submnmi ssion of Jul

Strategic Plans, Annual Performance Plans, and

Annual Program Perfornmance Reports
* http://ww. whit ehouse. gov/onb/circul ars/all/s200_2. pdf

Cr. A-11 Part 3 - Planning, Budgeting, and Acquisition Jul

of Capital Assets
* http://ww. whit ehouse. gov/ onb/ circul ars/all/ s300 2. pdf

1996

1998

2000

2000

2000

2000



Citation Docunent Title Dat e of
Docunent.
Web Address
Cir. A-11 Capital Programmi ng CGui de, Supplenent to Part Jul 1997
3Cr. A-11

* http://ww. whi t ehouse. gov/ onb/ circul ars/all/cpgtoc. htm

Cir. A-34 Table of Contents Nov 2000
* http://ww. whi t ehouse. gov/ onb/ circul ars/ a034/to0c99. ht m

Cr. A-34 Instruction on Budget Execution Nov 2000
* http://ww. whi t ehouse. gov/ onb/ circul ars/ a034/ a- 34. pdf

Cr. A 5 CFR 1315: Pronpt Paynent; FormerlyOMB Circular A-125, Aug 2001
125 "Prompt Payment”
* http://ww. fne.treas. gov/ pronpt/regs. htm

Cr. A- Crcular No. A-127 Revised Subject: Financial Jul 1993
127 Managenment Systens
* http://ww. whi t ehouse. gov/onb/circul ars/al27/al27. ht nd

Cr. AA OWB Crcular A-127, Transnmittal 2 Subject: Jun 1999
127 Fi nanci al Managenent Systens
* htt p: // ww. whi t ehouse. gov/ onb/circul ars/al27transmttal 2. ht m

Cr. A- CIRCULAR NO A-130, Revised, (Transmttal Nov 2000
130 Menmor andum No. 4), Subject: Mnagenent of

*

Federal |Infornmation Resources
ht t p: // www. whi t ehouse. gov/ onb/ circul ars/ al30/ al30trans4. ht ni
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Citation Docunent Title Dat e of

Docunent.
Web Address
JEM P Joint Financial Mnagenent | nprovenent
Pr ogram
JFM P Hone Page
* http://wwv. jfmp.gov/jfmp
JFM P Docunent s
* http://wwv. jfmp.gov/jfm p/systenrequirenents. htm
FFMBR-0 Framework for Federal Financial Managenent Jan 1995
Syst ens
* http://vww. jfm p.gov/jfm p/downl oad/ syst enr eqs/ f edFi nanci al Mynt . pdf
FFMBR-7 Inventory System Requirenents Jun 1995
* http://wwv. | fnm p.gov/jfm p/downl oad/ syst enr egs/i nvntory. doc
FFMSR-8 System Requirenents for Managerial Cost Feb 1998
Account i ng
* http://wwv. jfm p.gov/jfm p/downl oad/ syst enr egs/ mancost qui de. doc
JFM P  Core Financial System Requirenents Nov 2001
SR-02-1
http://vww. jfm p.gov/|jfm p/downl oad/ docunent/ core system requirenents. doc
JFM P Human Resources & Payroll Systens Requirenents Apr 1999
SR-99-5
* http://ww. | fnip.gov/jfm p/downl oad/ syst enr egs/ hr pay. doc
JFM P Direct Loan System Requirenents Jun 1999
SR- 99- 8
* http://ww. jfm p.gov/jfm p/ downl oad/ syst enr eqs/ di rl oan. doc
JFM P Travel System Requirenents Jul 1999
SR-99-9
* http://ww. jfm p.gov/|jfm p/downl oad/ systenreqs/travel . doc
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Citation Docunent Title Dat e of
Docunent.

Web Address

JFM P  Sei zed Property and Forfeited Assets Systens Dec 1999
SR-99-14 Requirenents

* http://ww.jfmp.gov/jfm p/downl oad/ syst enreqgs/sei zed. doc
JFM P  Guaranteed Loan System Requirenents Mar 2000
SF*z-oo-:I-http://wvwv.ifm'p.qov/ifm’p/dovvnload/svstemeqs/quarloan.pdf
JFM P Benefit System Requirenents Sep 2001
SR-01-1
http://ww.jfmp.gov/jfm p/downl oad/ docunent/benefit system requirenents. doc
JFM P Grant Financial System Requirenents Jun 2000
SR; 00-3 http://ww.jfmp.gov/jfm p/downl oad/ syst enr egs/ grants. pdf
JFEM P  Property Managenent Systens Requirenents Cct 2000
*SR- Oor;tA; p://www. j frip.gov/jfm p/downl oad/ systenreqgs/ propertyfinal.pdf

FASAB Federal Accounting Standards Advi sory
Boar d

FASAB Hone Page
* http://ww. fasab. gov/

FASAB St andards and Concepts
* http://www.fasab.gov/concepts.htm

Li sti ng of Docunents |ssued by FASAB/ AAPC
updat ed 11/05/2001
* http://ww. fasab. gov/ pdf/ 3nrv01. pdf
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Citation Docunent Title

SFFAC- 1

*

SFFAC- 2

*

SFFAC- 3

*

SFFAS- 1

*

SFFAS- 2

*

SFFAS- 3

*

SFFAS- 4

Web Address

Federal Accounting Standards Advi sory Board's
St at enent of Federal Fi nancial Accounting

Concept s

St at enent of Federal Financial Accounting
Concepts Number 1: Objectives of Federal

Fi nanci al Reporting
http://ww. fasab. gov/ pdf/sffac-1. pdf

St at enent of Federal Financial Accounting

Concepts Number 2: Entity and Displ ay
http://ww. fasab. gov/ pdf/sffac-2. pdf

St at enent of Recomended Accounting Concepts

No 3: Managenent’s Discussion and Anal ysis
http://ww. fasab. gov/ pdf/sffac- 3. pdf

Federal Accounting Standards Advi sory Board's
St atenent of Federal Financial Accounting
St andar ds

St at enent of Federal Financial Accounting
Standards No 1: Accounting for Sel ected Assets

and Liabilities
http://ww. fasab. gov/ pdf / sffas-1. pdf

St at enent of Federal Financial Accounting
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1 - GENERAL LEDGER
Introduction

CHAPTER 1

General Ledger

The general ledger, as the central function of a core financial system, is the highest level of
summarization within the system. The general ledger provides financial accountability for budgetary resources,
stewardship over assets, reporting of cash/fund resources, and visibility of total costs. The general ledger
maintains account balances by fund structure and individual general ledger accounts. All transactions to record
financial events shall be posted, either individually or in summary, to a general ledger regardless of the origin of
the transaction.

Subsidiary ledgers at various levels of detail support the general ledger. Such subsidiary ledgers may
be maintained in the core financial system or in other systems. For example, detailed property records
supporting the equipment account in the general ledger may be maintained in a system devoted to controlling
and maintaining equipment.

The U.S. Government Standard General Ledger (U.S. SGL), under Volume | of the Treasury Financial
Manual (TFM) Supplement Number 2, provides a uniform Chart of Accounts to be used in standardizing federal
agency accounting which supports the preparation of standard external reports required by central agencies.
The OMB Circular A-127, "Financial Management Systems," and the Federal Financial Management
Improvement Act of 1996 (FFMIA) require implementation of the U.S. SGL at the transaction level throughout an
agency's financial management systems. The U.S. SGL is composed of five major sections: (1) Chart of
Accounts, (2) Account Definitions, (3) Accounting Transactions, (4) Data Elements, and (5) Report Crosswalks.
Those federal executive agencies that serve on the U.S. SGL Board maintain the Chart of Accounts and
Account Definitions. The FMS publishes the five sections of the U.S. SGL in the TFM and posts them on the
Internet at: http://www.fms.treas.gov/ussgl.

The general ledger, as the ultimate overall control for capturing the effects of all financial events,
ensures that debits equal credits for every recorded transaction in a single journal entry. The general ledger
maintains accounts for assets, liabilities, equity, revenues, expenses, gains, losses, budgetary data, and
“memorandum” information.

The general ledger defines the chart of accounts and transaction posting rules. It is used to update
multiple accounts, including budgetary and proprietary accounts, for a single transaction or financial event. It
provides for entering journal entries to post transactions, record account adjustments, and perform periodic
closings. The general ledger is used as a primary source, to produce essential amounts for financial reports.

! A financial event is any event initiated or caused by either the agency or forces outside the agency that has
financial consequences to the agency or Federal government. Generally, the consequences of financial events
are recorded on the agency’s financial records. Payments of debts, collection of receivables, receipt of
appropriations, incurrence of potential liabilities, signing of contracts, ordering goods or services use of
resources, incurrence of costs and the passage of time are all examples of financial events.
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1 - GENERAL LEDGER
Functional Requirements

General Ledger

Functional Requirements
1. Maintain Chart of Accounts
2. Maintain Transaction Posting Rules
3. Record Journal Entries
4. Post Transactions to Update the General Ledger
5. Perform Periodic General Ledger Postings

REQUIREMENTS

01 Maintain Chart of Accounts

Req.ID VA AT
01.01.01 C
01.01.02 C
01.01.03

01.01.04 C
01.01.05 c

The system must use a chart of accounts consistent with the
basic numbering structure and account titles provided in the
USSGL.

(Note: DoD organizations are responsible for implementing the
USSGL in their financial management systems. The standard
USSGL account attributes for required reporting of proprietary
account information (FACTS I) and budgetary account
information (FACTS Il) are listed in section IV of the USSGL,
which can be found on the Internet at

http://www.fms.treas.gov/ussgl).

The system must be able to record financial events throughout
the financial management system applying the requirements of
the USSGL at the transaction level. The system must also
ensure that

(1) data in financial reports is consistent with the USSGL,;

(2) Transactions recorded are consistent with USSGL posting
rules,

(3) supporting transaction detail for USSGL accounts are readily
available.

[Version 2 - This requirement combined with 01.01.01.]

The system must provide the capability to incorporate
proprietary, budgetary, and memorandum (credit reform)
accounts in the system, and maintain the relationships between
the USSGL accounts. The proprietary and budgetary accounts
must be self-balancing (total proprietary debits = total proprietary
credits and total budgetary debits = total budgetary credits).

The system's set of budgetary accounts (USSGL "4000" series
of accounts) must cover the appropriation, reimbursement,
apportionment, allocation, commitment, obligation, and
expenditure processes.

1-2

SOURCE(S)

FFMIA of 1996
(P.L. 104.208);
JFMIP SR-02-01,
req. GLA-01; OMB
Circular A-127,
7C; "DoDFMR,"
Volume
01,Chapter 07,
070401;| TFM S2;

OMB Circular A-
127, 7C; | TFM
S2;

JFMIP SR-02-01,
req. GLA-02;
"DoDFMR,"
Volume 01,
Chapter 07,
070201

"DoDFMR,"
Volume 01,
Chapter 07,
070503



01.01.06

01.01.07

01.01.08

01.01.09

01.01.10

Cc

c

Cc

1 - GENERAL LEDGER
Functional Requirements

The system design must reflect an agency-wide financial
information classification structure that is consistent with the
USSGL, provide tracking of specific program expenditures, and
cover financial and financially related information.

The system must provide the capability to achieve consistency
in budget and accounting classifications and synchronization
between those classifications and organizational structure.
Consistency will include maintaining data relationships between
budget formulation classifications (budget function and sub
function classification codes, per OMB Circular No. A-11),
budget execution and accounting classifications (e.g.,
TAS/TAFS, internal fund, program, project, and activity), and the
agency's organizational structure.

(Note: The Standard Fiscal Code (SFC), formerly the Budget
and Accounting Classification Code (BACC), is a DFAS
reengineering effort whose objective is to standardize data
elements and fiscal codes for the purpose of recording
accounting transactions department wide. The latest version of
DFAS's Standard Fiscal Code (SFC) data elements and
definitions can be obtained from the DFAS Systems Integration
Directorate, https.//dfas4dod.dfas.mil/library/sfc.htm. The
Defense Data Dictionary System is the DoD repository
containing standard data, definitions and structure; it is located
at http://datadmn.disa.mil/ddds/ddds40.html. DoD is
evolving to a tag based interchange between trading partners;
see http://diides.ncr.disa.mil/shade/index.cfm; for more
information, contact DFAS Advanced Data Technologies at 703-
607-1166.)

The system must provide a fund structure that identifies
Treasury Account Symbol/Treasury Account Fund Symbol
(TAS/TAFS) established by OMB and Treasury, and
accommodates additional detail below the TAS level, such as an
internal fund code to support fiscal year accounting, and
appropriation sub-accounts used for reporting to Treasury. In
addition, the fund structure must provide for additional detail
below the appropriation level to support preparation of
consolidated financial statements, external reporting to the
Treasury Department via FACTS, reconciliation and elimination
of intra governmental transactions, and internal reporting
requirements, including managerial cost accounting.

The system must provide the capability to record and report
financial management data in the same manner throughout the
DoD Component reporting entity using uniform definitions.

The system must have the capability to provide USSGL control

accounts for detailed subsidiary accounts in the Core Financial
System or external systems.
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OMB Circular A-
127, 7A

JFMIP SR-02-01,
req. CFA-03

JFMIP SR-02-01,
req. CFA-04; |
TFM S2, Part IV &
Part V; | TFM Part
II, Chapter 4000

"DoDFMR,"
Volume 01,
Chapter 02, 1D

JFMIP SR-02-01,
req. GLA-03
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http://diides.ncr.disa.mil/shade/index.cfm

01.01.11

01.01.12

01.01.13

01.01.14

01.01.15

01.01.16

01.01.17

01.01.18
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The system must provide the capability to include adequate
controls to promote the accuracy of the accounts and the data
produced from the accounts and create additional sub-accounts
to the USSGL for agency specific tracking and control that will
summarize to the appropriate USSGL accounts.

The system must provide the capability to process additions,
changes and deletions to elements of the accounting
classification design, and related valid domain values within
accounting classifications, without extensive program or system
changes (e.g., through on-line table updates).

The system must provide the capability to differentiate among
the type of budgeting, accounting, and reporting treatments to
be used based on various TAS/TAFS characteristics. Ata
minimum, the following fund characteristics must be supported
in accordance with Treasury and OMB reporting and budget
execution requirements: fund type (e.g., general fund, deposit
fund, trust fund, special fund, revolving fund, receipt account);
funding source (e.g., borrowing authority, contract authority,
direct appropriation, spending authority from offsetting
collections); budget status (e.g., on budget, off budget, or
financing account); and TAS/TAFS status (e.g., annual,
multiyear, and no-year).

[Version 3 - This requirement deleted.]

The system must provide a program structure with sufficient
levels of detail to allow reporting for all categories on which
budgetary decisions are made, whether legally binding, as in
appropriation limitations, or in the nature of policy guidance, as
in Presidential pass-backs and congressional markup tables.

The system must provide the capability to establish an
organizational structure based on responsibility segments, such
as bureaus, divisions, and branches and provide for the ability to
tie responsible organizational units to programs, projects and
activities.

The system must provide the capability to support the
management of multiple Agency Location Codes (ALC), (i.e.
disbursing status symbol number) and associate the appropriate
ALC with each transaction involving Fund balance with Treasury
to facilitate external reporting (e.g., Financial Management
Service (FMS)-224) and reconciliation with Treasury. Note:
Treasury is developing Government-wide accounting
requirements, which will require the Treasury fund symbol in
addition to the Agency Location Code.

The system must provide an object class structure consistent
with the standard object class codes contained in OMB Circular
No. A-11 and the flexibility to accommodate additional levels
(lower) in the object class structure.
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JFMIP SR-02-01,
req. GLA-04;
"DoDFMR,"
Volume 01,
Chapter 02,
020206A

JFMIP SR-02-01,
req. CFA-11

JFMIP SR-02-01,
req. CFA-05

JFMIP SR-02-01,
req. CFA-06

JFEMIP SR-02-01,
req. CFA-07

JFMIP SR-02-01,
req. CFA-08

JEMIP SR-02-01,
req. CFA-10; OMB
Circular A-11,
Section 83
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01.01.19 C The system must provide the capability to allow standard JFMIP SR-02-01,
transactions when recording accounting events. The standard req. CFB-01 and
transactions must specify the postings to the general ledger CFB-02

accounts, and update document balances and any related
tables (e.g., available funding). The system must also allow the
user to include proprietary, budgetary and memorandum
accounts in the definition of a standard transaction.

01.01.20 C The system must provide the capability to differentiate between ~ OMB Circular A-
unexpired, expired and canceled funds, and be capable of 34; I TFM S2, Part
providing edit checks to post budgetary transactions, such as [
obligations and recoveries of prior-year obligations, in
accordance with the provisions of OMB Circular A-34 and
USSGL posting rules displayed in Section IIl of the USSGL.

01.01.21 C The system must provide a project structure that is independent  JFMIP SR-02-01,
of the other accounting classification elements to allow multiple req. CFA-09
organizations, programs, and funding sources to be associated
with a project.

01.01.22 V C [This requirement is Value Added. See Value Added Section for
requirement description.]

01.01.23 D [Version 4. This requirement deleted.]
01.01.24 A The system must provide the capability to process additions, JFMIP SR-02-01,
deletions, and changes to the chart of accounts without req. GLA-07

extensive program or system changes, (e.g., through on-line
table updates).

01.01.25 V A [This requirement is Value Added. See Value Added Section for
requirement description.]

01.01.26 V A [This requirement is Value Added. See Value Added Section for
requirement description.]

01.01.27 A The system must be capable of allowing the user to enter, edit, JFMIP SR-02-01,
and store accounting classification table changes so that the req. CFA-12
changes automatically become effective at any future date
determined by the user.

01.01.28 A The system must provide the capability to prohibit new JFMIP SR-02-01,
transactions from posting to general ledger accounts that have req. GLA-08
been de-activated.

01.01.29 V A [This requirement is Value Added. See Value Added Section for
requirement description.]

01.01.30 V A [This requirement is Value Added. See Value Added Section for
requirement description.]

02 Maintain Transaction Posting Rules

01.02.01 [Version 3. This requirement deleted.]
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01.02.10
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Functional Requirements

The system must be designed to provide for effective and
efficient interrelationships between software, hardware,
personnel, procedures, controls, and data contained within the
system. It must have the characteristics, including common data
elements, common transaction processing, consistent internal
controls, and efficient transaction entry.

The system must be capable of updating all applicable general
ledger account balances (i.e., budgetary, proprietary and
memorandum accounts) based on a single input transaction.
Define, generate and post compound general ledger debit and
credit entries for a single transaction, and accommodate all
applicable debit and credit pairs (currently identified as 10 pairs
or 20 accounts) when defining and processing a single
transaction.

The system must provide the capability to allow users to define
and maintain standard rules that control general ledger account
postings for all accounting events. The process of defining
posting rules can be accomplished in a variety of ways, including
(but not limited to) using transaction codes, screen templates,
derivation rules, and others.

The system must be capable of allowing users to define and
process system-generated transactions, such as automated
accruals (e.g., payroll accrual entries), pre-closing and closing
entries, cost assignment transactions, recurring payments, and
transactions that generate other transactions in those cases
where a single transaction is not sufficient. The system-
generated closing entries must comply with the USSGL posting
rules for budgetary and proprietary accounts.

The system must provide the capability to automatically liquidate,
partially or in full, the balance of open documents by line item.
This capability will be used in the liquidation of various
documents such as commitments, obligations, undelivered
orders, payables, receivables, and advances, upon the
processing of subsequent related transactions (e.g., liquidate an
obligation upon entry of the related receiving report).

[Version 3. This requirement deleted.]

The system must be able to meet the agency financial
management reporting and the performance measures
requirements.

[Version 4. This requirement deleted.]

The system must provide the capability to enable users to
selectively require, omit, or set a default value for individual
accounting classification elements. For example, a budget object
class code value is not necessarily needed when recording
depreciation expense.

1-6

OMB Circular A-
127, 7B

JFMIP SR-02-01,
req. CFB-07 and
CFB-08

JFMIP SR-02-01,
req. CFB-05

OMB Circular A-
127, 7C; | TFM
S2; JFMIP SR-02-
01, req. CFB-09

OMB Circular A-
127, 7C; | TFM
S2; JFMIP SR-02-
01, req. CFB-10

OMB Circular A-
127, 7E

JFMIP SR-02-01,
req. CFB-06
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The system must provide the capability to enter, edit, and store
transactions in the current accounting period for automatic
processing in a future accounting period, put transactions in a
hold status (saved, but not processed or posted) within the Core
system (i.e., importing transactions from a spreadsheet or
database application is not acceptable), and allow users to select
held transactions and continue processing at a later date.

[This requirement is Value Added. See Value Added Section for
requirement description.]

[This requirement is Value Added. See Value Added Section for
requirement description.]

03 Record Journal Entries

01.03.01

01.03.02 C

01.03.03

01.03.04

01.03.05

01.03.06 D

01.08.07 C

01.03.08

01.03.09

01.03.10 C

[Version 3 - This requirement deleted.]

The system must provide the capability to reject a transaction or
provide a warning message when attempting to post a
transaction that would cause general ledger debits and credits to
be out-of-balance at a level below the TAS/TAFS (e.g., internal
fund, organization level).

[Version 3 - This requirement deleted.]

The system must ensure that simultaneous entries are made to
budgetary accounts and proprietary accounts to record the
following budgetary and proprietary accounting relationships:
1) Budget Authority (070701)

2) Expended Authority Unpaid (070702)

3) Expended Authority Paid (070703)

4) Reimbursements Earned but Uncollected (070704)

5) Reimbursements Earned and Collected (070705)

[Version 3 - This requirement deleted.]

[Version 4 - This requirement deleted.]

The Core Financial System must provide the capability to allow
for accruals relating to contracts or other items that cross fiscal
years.

[Version 3 - This requirement deleted.]

[Version 3 - This requirement deleted.]

The system must provide the capability to automatically generate

selected recurring accrual entries and reversals in subsequent
accounting periods (e.g., payroll accrual).
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JFMIP SR-02-01,
req. CFB-20 and
CFB-21

JFMIP SR-02-01,
req. CFB-04
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01.03.11 C

1 - GENERAL LEDGER
Functional Requirements

The system must be able to provide for the automatic generation
of recurring month-end and year-end closing entries and
automated rollover of the general ledger account balances.

04 Post Transactions to Update the General Ledger

01.04.01

01.04.02 D
01.04.03 D
01.04.04

01.04.05 C
01.04.06 C
01.04.07 C
01.04.08 A
01.04.09 A

The system must provide the capability to record transactions
consistent with USSGL posting rules.

[Version 4 - This requirement deleted.]
[Version 4 - This requirement deleted.]

The system must distinguish between entity and non-entity
assets.

The system must distinguish between, and allow for the proper
reporting of, entity cash, nonentity cash, and restricted cash.

The system must recognize and record investments by DOD
components in U.S. Treasury securities in accordance with

Statement of Federal Financial Accounting Standards (SFFAS) 1.

The system must provide the capability to perform on-line "drill
downs" from general ledger summary balances to detail
transactions and referenced documents (e.g., purchase orders,
receiving reports, etc.).

For all transactions, the system must provide the capability to
capture transaction dates (effective date of the transaction) and
posting dates (date transaction posted to general ledger).

The system must provide the capability to automatically
determine the posting date from the system date for all
transactions and automatically associate a default accounting
period for each transaction, but allow user to override.

05 Perform Periodic General Ledger Postings

01.05.01 C

01.05.02 C

The system must be capable of posting to the current and prior
months concurrently until the prior month closing is complete.
The system must also provide and maintain on-line queries and
reports on balances separately for the current and prior months.
At a minimum, balances must be maintained on-line for both the

current and prior months until the prior month closing is complete.

The system must be capable of posting to the current fiscal year
and prior fiscal year concurrently until prior yearend closing is
complete. The system must be capable of providing and
maintaining on-line queries and reports on balances separately
for the current and prior fiscal years. At a minimum, balances
must be maintained on-line for both the current and prior fiscal
years until the prior fiscal year closing is complete.

1-8

"DoDFMR,"
Volume 01,
Chapter 02, App.
2B1

JFMIP SR-02-01,
req. CFB-03

SFFAS-1, 26

SFFAS-1, 28-30

SFFAS-1, 62-73

JFMIP SR-02-01,
req. GLC-02

JFMIP SR-02-01,
req. CFB-23

JFMIP SR-02-01,
req. CFB-24

JFMIP SR-02-01,
req. CFB-26 and
CFB-27,;
"DoDFMR,"
Volume 01,
Chapter 02, App.
2B2

JFMIP SR-02-01,
req. CFB-28 and
CFB-29;
"DoDFMR,"
Volume 01,
Chapter 02, App.
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01.05.03

01.05.04

01.05.05

01.05.06

01.05.07

01.05.08

01.05.09

1 - GENERAL LEDGER
Functional Requirements

[Version 3 - This requirement deleted.]

The system must provide the capability to automatically generate
fiscal yearend pre-closing and closing entries as they relate to
fund types.

The system must provide the capability to close an accounting
period and prohibit subsequent postings to the closed period and
automatically determine an accounting period's opening balances
based on the prior accounting period's closing balances, without
user intervention or adjustment. The rollover of general ledger
balances must be accomplished in a detailed manner to maintain
the USSGL attribute information required to satisfy FACTS I, and
FACTS Il reporting requirements.

The system must be capable of performing multiple preliminary
yearend closings, while maintaining the capability to post current
and prior period data.

The system must provide on-line summary trial balances at the
internal fund, organization, and TAS/TAFS levels. The trial
balances must provide the following minimum data elements for
each general ledger account: - The balance at the beginning of
the accounting period, - The total amount of debits for the
accounting period, - The total amount of credits for the
accounting period, and - The cumulative ending balance for the
accounting period. Grand totals for TAS/TAFS must be provided
for beginning balance, current period activity and ending balance
columns. The system must produce both pre-closing and post-
closing trial balances at yearend. The system must support
FACTS | and FACTS Il reporting and analysis by producing on-
line trial balances at the internal fund, organization, and
TAS/TAFS levels. The trial balances must provide the data
elements listed below for each general ledger account: 1. The
related official USSGL account number; 2. The following items at
the USSGL attribute level (i.e., separate amounts whenever there
is more than one attribute domain value within an USSGL
account): - The balance at the beginning of the accounting
period, - The total amount of debits for the current accounting
period, - The total amount of credits for the accounting period,
and - The cumulative ending balance for the accounting period.
Grand totals for each TAS/TAFS must be provided for beginning
balance, current period activity, and ending balance columns.
The system must produce both pre-closing and post-closing trial
balances at year-end.

The system must provide the capability to support access to
current year and historical financial data.

The system (Core Financial System) must electronically establish
and update a Master Appropriation File (MAF) on the U.S.
Treasury's Federal Agencies' Centralized Trial Balance System
(FACTS).
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JFMIP SR-02-01,
req. GLB-06

JFMIP SR-02-01,
req. GLB-03 and
GLB-04

JFMIP SR-02-01,
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01.05.10

01.05.11

01.05.12

01.05.13

01.05.14

01.05.15

01.05.16

01.05.17

01.05.18

01.05.19

01.05.20

1 - GENERAL LEDGER
Functional Requirements

The system must provide the capability for financial management
data to be recorded as soon as practicable after the occurrence
of the event, and shall be made available to managers by the fifth
working day following the end of the reporting period. Other
standards of timeliness may be established when the DoD
Component has inventoried reports and set specific standards,
with user participation. Finally, corrected data shall be available
in time to meet external reporting requirements.

[Version 3 - This requirement deleted.]
[Version 4 - This requirement deleted.]

The system must provide for the perpetuation of closing balances
at the end of a period as the next period's opening balances; i.e.,
asset, liability, and capital balances must be perpetuated, not
reconstructed at the beginning of each fiscal year.

The Core Financial System must use financial data that can be
traced directly to the USSGL accounts to produce reports
providing financial information, whether used internally or
externally.

The system must provide the capability to classify accounting
transactions by Treasury Account Symbol/Treasury Account
Fund Symbol (TAS/TAFS), internal fund code (see CFA-04
below), budget fiscal year, accounting quarter and month,
program, organization, project, activity, cost center, object class,
budget function (and sub function code), and the remaining
USSGL attributes not specified above. The system must also
define additional accounting classification elements and classify
and report accounting transactions by each type of element. This
will include relating Federal Account Symbols and Titles (FAST)
structures established by Treasury in the system's fund structure
for reporting purposes. This also will include (1) reporting
requirements of Treasury FACTS | and FACTS Il, and (2)
intragovernmental reconciliations and eliminations in accordance
with OMB Form and Content (OMB Bulletin 97-01, as amended)
and the DoDFMR Volume 6B.

The system must provide the capability to select items for review
based on user-defined criteria by type of transaction (e.g., by
obligation transactions, vendor, date range). Examples of
reasons to select items are payment certification and financial
statement audits.

[Version 4 - This requirement deleted.]
[Version 3 - This requirement deleted.]

The system must provide for an automated yearend rollover of
appropriate system tables into the new fiscal year.

The system must provide the capability to automatically

determine and record the amount of upward or downward
adjustments to existing obligations upon liquidation, cancellation
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"DoDFMR,"
Volume 01,
Chapter 02, App.
1B

"DoDFMR,"
Volume
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App. 2B

OMB Circular A-
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JFMIP SR-02-01,
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01.05.21

01.05.22

01.05.23

01.05.24

01.05.25

1 - GENERAL LEDGER
Functional Requirements

or other adjustment. This is to include transactions entered
directly to the Core system and those received from interfaced
modules or systems.

When adjustments are made to existing obligations or previously
recorded expenditures, the system must provide the capability to
automatically distinguish between upward and downward
adjustments to unexpired and expired budget authority, and
generate the appropriate general ledger postings, without user
intervention.

Relative to expired funds, the system must provide an override-
able error message when attempting to post (previously
unrecorded) obligations to current year general ledger obligation
accounts (e.g., USSGL accounts 4801, 4802).

When recording adjustments to prior year obligations (including
previously expended authority), the system must provide the
capability to automatically classify upward and downward
adjustments as paid and or unpaid according to the status of the
related obligation or expenditure. This is to include transactions
entered directly to the Core Financial System and those received
from interfaced modules or systems.

The system must be capable of automatically reversing entries by
the following parameters: transaction or document type, date
range, schedule numbers, transaction identification number (i.e.,
document number) range, and trading partner.

[This requirement is Value Added. See Value Added Section for
requirement description.]
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JFMIP SR-02-01,
req. CFB-12

JFMIP SR-02-01,
req. CFB-13

JFMIP SR-02-01,

req. CFB-14

JFMIP SR-02-01,
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REQ. ID

01.01.22v

01.01.25V

01.01.26V

01.01.29v

01.01.30V

01.02.12v

01.02.13V

01.05.25V

1 - GENERAL LEDGER
Value Added

General Ledger —Value Added Requirements

REQUIREMENTS

The system should provide the capability to derive the full accounting
classifications from abbreviated user input so that user input is minimized,
data entry is made easier, and errors are controlled and reduced.

Examples of methods include entering "shorthand codes," using a keyboard
function to look up additional elements, "clicking" on a "pop-up menu," and
scanning a bar code.

The system should provide for an automated method to reclassify
accounting data at the document level when a restructuring of the existing
values pertaining to the mandatory accounting classification elements is
needed and maintain an audit trail from the original postings to the final
posting.

The system should provide the capability to calculate progress payments to
foreign vendors based on current exchange rates.

The Core Financial System should provide the capability to have all
functions of the system, including budgeting, spending, accounts payable,
and accounts receivable, process and track transactions in both foreign
currency and U.S. dollars.

The Core financial system should provide the capability to have all
functions of the system, including budgeting, spending, accounts payable,
and accounts receivable, process and track transactions in both foreign
currency and U.S. dollars.

The system should provide the capability to perform validation checks for
use of certain general ledger accounts associated with specific Record
Type 7 authority (e.g., Imprest fund, borrowing authority) prior to posting a
transaction.

The system should provide the capability to validate all transactions
involving Treasury and other disbursing centers for valid combinations of
ALC and TAS/TAFS, as defined by the user.

They system must provide the capability to maintain the agency’s current
and historical financial data (e.g., general ledger records, documents,
transactions, lines, and vendor records) with no degradation to on-line or
batch processing performance.
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2 - FINANCIAL REPORTING
Introduction

CHAPTER 2

Financial Reporting

Financial reporting represents the culmination of the various processes that initiate, record, classify, and
summarize an agency’s financial transactions. An agency'’s core financial system is required to provide financial
information in a timely and useful fashion to (1) support management’s fiduciary role; (2) support budget
formulation and execution; (3) support fiscal management of program delivery and program decision-making; (4)
support internal and external reporting requirements, including the requirements for financial statements
prepared in accordance with the form and content prescribed by OMB, reporting requirements prescribed by the
Treasury, and legal, regulatory and other special management requirements of the agency; and (5) monitor the
financial management system.

Naturally, information maintained in the core financial system must be provided to users in a variety of
formats according to their needs. The general ledger, summarized in the form of a trial balance, provides
financial data by fund, fiscal year, etc., for various reporting purposes. DoD, like other federal agencies, is
required to periodically prepare a number of financial reports, including annual financial statements, budget
execution reports, obligation reports, year-end closing statements, reports on reimbursements, and receivable
reports. In addition to these reports, core systems are required to provide various management data to program
and fiscal managers.

Federal agencies have traditionally prepared financial reports to monitor and control obligations and
expenditure of budgetary resources. However, with the enactment of the Chief Financial Officers Act of 1990,
the Congress called for the production of annual financial statements that fully disclose a Federal entity’s
financial position and results of operations. The Act also requires agencies to provide information with which the
Congress, agency managers, the public, and others can assess management performance and stewardship.

OMB, through its “form and content” guidance, defines the structure and content of agencies’ annual
financial statements required by 31 U.S.C. 3515(d). This guidance establishes the format of the principal
financial statements (balance sheet, statement of net cost, statement of changes in net position, etc.) and the
content of various required disclosures accompanying the statements. DoD has also issued “form and content”
guidance for the Department mirroring the OMB guidance. That guidance is contained in DoD FMR volume 6B.

This chapter contains disclosures specifically required by the various Statements of Federal Financial
Accounting Standards. OMB Bulletin No. 97-011 incorporates these disclosure requirements. Within this
version of the guide, certain financial reporting requirements have been moved to other chapters since they are
related to the functionalities covered in those chapters. For example, financial reporting and disclosure
requirements related to property, plant and equipment have been moved to chapter 3, “Property, Plant, and
Equipment.” Financial reporting requirements, including disclosures, apply only to material amounts/items.

! OMB Bulletin No. 97-01, “Form and Content of Agency Financial Statements, “ dated October 16, 1996,
as revised
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2 - FINANCIAL REPORTING
Functional Requirements

Financial Reporting

Req.ID VA AT REQUIREMENTS SOURCE(S)

01 Financial Reporting

02.01.01 [Version 3 - This requirement deleted.]

02.01.02 C  The system must provide the capability to automate the preparation JFMIP SR-02-01,
of consolidated financial statements as required by the current req. RB-05
OMB Bulletin on Form and Content of Agency Financial
Statements.

02.01.03 C The system must provide data in hard copy and electronic formats  JFMIP SR-02-01,
required by the Department of the Treasury for the following req. RB-01
reports:

- FMS Form 224, Statement of Cash Transactions

- FMS Form 1219, Statement of Accountability

- FMS Form 1220, Statement of Transactions According to
Appropriations, Funds, and Receipt Accounts

02.01.04 C The system must provide the capability to report on financial activity JFMIP SR-02-01,
by any element of accounting classification (e.g., individual or req. RA-02
hierarchical organization code, project code).

02.01.05 [Version 3 - This requirement deleted.]

02.01.06 D [Version 4 - This requirement deleted.]

02.01.07 v C [This requirement is Value Added. See Value Added Section for
requirement description.]

02.01.08 D [Version 4 - This requirement deleted.]

02.01.09 [Version 3 - This requirement deleted.]

02.01.10 C Financial reports shall result from an accounting and budgeting "DoDFMR,"
system that is an integral part of its total financial management Volume 06,
system and one that contains sufficient discipline, internal controls Chapter 01,
and reliable data. In addition, interfaces with both logistics and 010202

acquisition systems should be provided.

02.01.11 C The financial reports and underlying financial system shall report on "DoDFMR,"
the total operations of the reporting entity and shall comply with the  Volume 06,
policies and procedures and related requirements as implemented  Chapter 01,

in DoD Financial Management Regulation (DoDFMR Volume 6). 010203
02.01.12 Should circumstances warrant additional disclosures not "DoDFMR,"
specifically provided for in a report, the DoD components are Volume 06,
responsible for assuring that all appropriate disclosures considered  Chapter 01,
necessary for fair presentation of their financial position are 010204

included in the report.
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02.01.13
02.01.14

02.01.15

02.01.16

02.01.17

02.01.18

02.01.19

02.01.20

02.01.21

02.01.22

02.01.23

02.01.24

02.01.25

02.01.26

2 - FINANCIAL REPORTING
Functional Requirements

Version 3 - This requirement deleted.]

When required by the Office of the Secretary of Defense, the
presentation of financial information from the preceding year shall
be included in annual financial statements.

The annual financial statements shall include consolidated
comparative financial data from the immediate prior year if the DoD
Component was in operation during the prior year. Such data shall
be reported in a format consistent with the current years.

Reclassification of significant prior year amounts to achieve
comparability shall be explained in the footnotes.

Footnotes and other explanations from prior-year statements
necessary to disclose information regarding the prior-year data
properly shall be included in the current-year statements.

Comparative financial statements need not be included in the first
year that financial statements are prepared. Thereafter,
comparative financial statements shall be included.

Expenses, losses, gains, transfers out, and financing sources
related to the correction of an error in prior year financial
statements and changes in DoD components, shall be reported as
adjustments to previously reported results when material. On the
other hand, all other expenses, financing sources, losses, gains,
and transfers recognized in an accounting period, shall be reported
in the operations of that period.

A change from one authorized accounting principle to another
authorized accounting principle shall be reflected in a DoD
component's financial statements as an adjustment to prior periods
when the authorized principle was used if the changes would result
in a material affect.

The nature of a material error in prior-period financial statements
shall be disclosed in the financial statements of the period in which
it is discovered.

[Version 3 - This requirement deleted.]

[Version 3 - This requirement deleted.]

FACTS I report(s) should correspond to department codes.

The system should report both entity and non-entity assets (as
defined in SFFAS-1, paragraph 25) in an entity's custody or under
its management in the entity's financial statements

Cash (including Imprest funds) - as defined in SFFAS 1, paragraph
27 - should be recognized and reported as an asset.

2-3

"DoDFMR,"
Volume 06,
Chapter 01,
010207

"DoDFMR,"
Volume 06,
Chapter 01,
010207A

"DoDFMR,"
Volume 06,
Chapter 01,
010207B

"DoDFMR,"
Volume 06,
Chapter 01,
010207C

"DoDFMR,"
Volume 06,
Chapter 01,
010207D

"DoDFMR,"
Volume 06,
Chapter 01,
010208A

"DoDFMR,"
Volume 06,
Chapter 01,
010208C

"DoDFMR,"
Volume 06,
Chapter 01,
010208D

| TFM 2-4030.30

SFFAS-1, 25, 26,
43

SFFAS-1, 27



02.01.27

02.01.28-

02.01.32

02.01.33-
02.01.34

02.01.35 -
02.01.37

02.01.38

02.01.39

02.01.40-
02.01.50

02.01.51

02.01.52 -
02.01.60

02.01.61

02.01.62 -
02.01.69

02.01.70 -
02.01.76

02.01.77-
02.01.130

02.01.131

02.01.132-
02.01.150

02.01.151-
02.01.159

02.01.160

2 - FINANCIAL REPORTING
Functional Requirements

Financial statements should disclose the reasons for, and the
nature of, any restrictions on an entity's cash.

[Version 3 - These requirements were deleted, due to move to
other sections.]

[Version 3 - This requirement deleted.]

[Version 3 - These requirements were deleted, due to move to
other sections.]

An entity (and its accounting system) should account for and report
investments in securities issued by the US Treasury or other
federal entities separately from investments in securities issued by
nonfederal entities.

An entity (and its accounting system) should disclose the market
value of investments in market-based and marketable Treasury
securities. Investments should be grouped by type of security,
such as marketable or market-based Treasury securities.

[Version 3 - These requirements were deleted, due to move to
other sections.]

[Version 3 - This requirement deleted.]

[Version 3 - These requirements were deleted, due to move to
other sections.]

[Version 3 - This requirement deleted.]

[Version 3 - These requirements were deleted, due to move to
other sections.]

[Version 3 - This requirement deleted.]

[Version 3 - These requirements were deleted, due to move to
other sections.]

[Version 3 - This requirement deleted.]

[Version 3 - These requirements were deleted, due to move to
other sections.]

[Version 3 - This requirement deleted.]

[Version 3 - This requirement was deleted, due to move to another
section.]
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02.01.161

02.01.162

02.01.163

02.01.164

02.01.165

02.01.166

02.01.167

02.01.168

02.01.169

02.01.170

02.01.171

02.01.172

02.01.173

02.01.174

02.01.175

2 - FINANCIAL REPORTING
Functional Requirements

The Core Financial System must provide data in electronic formats
required by the Department of the Treasury and OMB for the
following reports:

- FACTS | and FACTS Il reporting

- SF-133, Report on Budget Execution and Budgetary Resources

[Version 4 - This requirement deleted.]

The system must provide the capability to produce a report of
transaction level details for the TAS/TAFS totals reported on the
FMS Form 224, Statement of Cash Transactions.

[Version 4 - This requirement deleted.]
[Version 4 - This requirement deleted.]

The system must provide the capability to produce reports and
transmittable files using data maintained by the Core financial
management system.

The system must provide an integrated data query facility that
supports ad hoc query access to agency financial data sources and
provides data analysis-reporting tools.

The system must provide the capability to preview a report, form, or
other query result before printing.

The system must provide the capability to perform document cross-
referencing in which a user can query on any document and identify
the document numbers of associated transactions in the processing
"chain” (e.g., querying on a purchase order would provide any
amendments to purchase orders, receiving reports, requisitions,
and invoices; querying on a receivable would provide any
associated cash receipts).

[Version 4 - This requirement deleted.]

The system must provide the capability to allow users to create and
submit parameter-based query scripts or store them in a common
library for future use.

The system must provide the capability to allow users to run
queries on-line or in batch mode and to stage output for later
access by authorized users.

The system must provide the capability to allow users to
automatically distribute copies of report/query results via e-mail to
multiple pre-identified individuals or groups.

The system must provide the capability to provide run-time controls
to limit "run-away" queries and large data download requests.

The system must provide the capability to support graphical output
display on the desktop. The system should also support dynamic
report reformatting, regrouping and drill-down to detail records from
summary report lines.
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02.01.176

02.01.177

02.01.178

02.01.179

\Y

A

2 - FINANCIAL REPORTING
Functional Requirements

The system must provide the capability to allow authorized usersto  JFMIP SR-02-01,
download selected financial data. This download capability must req. RD-07

be able to automatically reformat downloaded information for direct

access by common desktop applications (e.g., ASCII formatted).

[This requirement is Value Added. See Value Added Section for
requirement description.]

For each TAS/TAFS that is subject to FACTS Il reporting JFMIP SR-02-01,
requirements, the system must provide the capability to produce a req. RC-02
daily on-line Available Funds report(s). The report(s) must
accommodate the following parameters: "internal fund", budget
object class, organization, program, project, and activity and
contain the following data elements as described below. At the
internal fund level, report data on budget execution as follows:
Total resources (by budget fiscal year and by authority type
including warrant information) as follows:

- Total authority brought forward,

- Total appropriated for the budget fiscal year,

- Total contract authority,

- Total borrowing authority (realized and unrealized), and

- Total estimated and total actual spending authority from

- Funding distribution, including:

- Total not yet apportioned,

- Total apportioned,

- Total allotted, and

- Total allowances.

Spending Activity, including:

- Total amount of commitments,

- Total obligations (including paid and unpaid), and

- Total expenditures (including paid and unpaid).

Balances available, such as:

- Balance of apportionments available for allotment,

- Balance of allowance available for commitment (uncommitted),
and

- Balance of allowances available for obligation (unobligated).
When reporting on funds availability by the remaining parameters
(i.e., at the organization, budget object class, program, project and
activity level), the system must provide the same data noted above
except "total resources"” data are not required (all elements for
funding distribution, spending and balances available are required).
In addition, a summary inclusive of all of the parameters must be
provided at the TAS/TAFS level with total amounts for each data
element listed above.

The system must provide the capability to provide an on-line JFMIP SR-02-01,
transaction register at the internal fund, organization, and req. RC-05
TAS/TAFS level, for each accounting period, that provides the

following data elements: fiscal year, TAS/TAFS, internal fund,

document number; document entry date, document entry time,

document entry User ID, document transaction date, debit account

number; debit account object class, debit amount, credit account

number, credit account, object class, USSGL attribute domain

headings, and USSGL attribute values associated with the

transaction. The report must include all transactions that occurred

within the accounting period specified.
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Req. ID
02.01.07vV

02.01.177V

2 - FINANCIAL REPORTING
Value Added

Financial Reporting —Value Added Requirements

REQUIREMENTS
The system should provide the capability to report the financial information required
for program management performance reporting.

The system should provide the following ad hoc query interface features:
- Graphical display of data sources
- The ability to "point and click” on selectable table, data, and link,
- An active data dictionary to provide users with object definitions,
- The ability to share user-developed query scripts with other authorized agency
users, query optimization
- On-line help.

2-7

SOURCE(S)
JEMIP SR-02-

01, req. RA-03

JFMIP SR-02-01,
req. RD-10



4 - INVENTORY, OPERATING MATERIALS AND SUPPLIES, STOCKPILE MATERIALS
Introduction

CHAPTER 4

Inventory, Operating Materials and Supplies, Stockpile Materials

The Department of Defense is the largest holder of inventory assets in the Federal government, owning
and controlling such assets with net values exceeding $125 billion. The magnitude of the Department’s
inventory holdings and their significance to financial management and program operations require stringent
systems of accountability and control. Inventory systems must be an integral part of DoD’s total financial
management system. JFMIP publishes inventory system requirements in FFMSR-7.

In addition to systems requirements promulgated by JFMIP, OMB has published specific accounting
requirements for inventories and related assets in SFFAS-3, “Accounting for Inventory and Related Property.”
SFFAS-3 stipulates that inventories be accounted for at historical cost or methods which approximate historical
costs. The Department has selected the moving average cost method for valuing its inventory and related
materials. Components may request policy exceptions per the Director for Accounting Policy (ODCFO-AP).



4 - INVENTORY, OPERATING MATERIALS AND SUPPLIES, STOCKPILE MATERIALS

Functional Requirements

INVENTORY (INCLUDING OPERATING MATERIALS AND SUPPLIES, AND

STOCKPILE MATERIALYS)

Functional Requirements

Inventory Recognition and Valuation
Determining Inventory Needs

Inventory in Storage

Inventory Undergoing Repair or in Production
Inventory Disposition

Inventory Program Planning and Monitoring
Operating Materials and Supplies

Stockpile Materials

Reporting

CoNoA~®WNE

Reg.ID VA AT REQUIREMENTS

01 Inventory Recognition and Valuation

04.01.01 C The system must categorize inventory, as defined in
SFFAS 3, Paragraph 18, as (1) inventory held for sale, (2)
excess, obsolete, or unserviceable inventory, or (3)
inventory held for repair.

04.01.02 C The system must record inventory when title passes or
when the goods are delivered to the purchasing entity,
whichever comes first.

04.01.03 C The system must recognize expenses related to the sale of
inventory or its use in the provision of a service. It must
also remove the cost of those goods from inventory.

04.01.04 C The system must maintain separate accounts to identify
transactions that result in inventory gains, losses, and
adjustments.

04.01.05 C The system must value inventory using the moving average

cost (MAC) or other OUSD(C) Accounting Policy approved
method. (This guidance has been modified to incorporate
the changes addressed in the OUSD(C) MEMORANDUM,
Jul 6 2001, Subject: Approved Valuation Method for
Inventory Held for Sale and Operating Materials and
Supplies).

04.01.06 C When using historical cost, the system must include all
appropriate purchase, transportation, and production costs
incurred to bring the items to their current condition and
location, if these costs are material. This requirement does
not apply to immaterial amounts.

SOURCE(S)

SFFAS-3, 18;
FFMSR-7,
22;"DoDFMR,"
Volume 6B,
Chapter 10, 10-64

SFFAS-3, 19;
"DoDFMR,"
Volume 11B,
Chapter 55, G.2

SFFAS-3, 19;
"DoDFMR,"
Volume 11B,
Chapter 55, 55-8,
G.2

"DoDFMR,"
Volume 11B,
Chapter 55-4, E.4

SFFAS-3, 20;
"DoDFMR,"
Volume 11B,
Chapter 55, 55-7,
G.1 (undergoing
substantial revision)

SFFAS-3, 21
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04.01.07

04.01.08

04.01.09

04.01.10

04.01.11-
04.01.14

04.01.15

04.01.16

04.01.17

Functional Requirements

The system must charge any abnormal costs, such as
excessive handling or rework costs, to operations of the
period.

When using historical cost, the system must value donated
inventory at its fair market value at the time of donation.

The system must value inventory acquired through
exchange of non-monetary assets (e.g., barter) at the fair
market value of the asset received at the time of the
exchange. It must record as a gain or loss any difference
between the recorded amount of the asset surrendered and
the fair market value of the asset received.

The system must apply the moving average cost flow
assumptions or other OUSD(C) Accounting Policy
approved method in arriving at the historical cost of ending
inventory and cost of goods sold. (This guidance has been
modified to incorporate the changes addressed in the
OUSD(C) MEMORANDUM, Jul 6 2001, Subject: Approved
Valuation Method for Inventory Held for Sale and Operating
Materials and Supplies).

[Version 4 - These requirements deleted.]

The system may value inventories at expected net
realizable value if there is (1) an inability to determine
approximate costs, (2) immediate marketability at quoted
prices, and (3) unit interchangeability.

[Version 4 - This requirement deleted.]

The system must record any subsequent adjustments to
the net realizable value of excess, obsolete, and
unserviceable inventory, or any loss (or gain) upon
disposal, as a loss (or gain). The system must record
excess, obsolete, and unserviceable inventory at its
expected net realizable value. The system must record the
difference between the carrying amount of the inventory
before identification as excess, obsolete or unserviceable
and its expected net realizable value as a loss (or gain) and
the difference should be either separately reported or
disclosed on the financial statements.

02 Determining Inventory Needs

04.02.01

04.02.02

The system must record customer demand and
replenishment lead time data for a period of years, analyze
it for anomalies, and compute demand and lead time
forecasts on a regular, frequent schedule.

The system must compute and routinely update the
ordering cost of each inventory item, which might include:
(1) reviewing the stock position, (2) preparing the purchase
request, (3) selecting the supplier, receiving, inspecting,
and placing the material in storage, and (4) paying the
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SFFAS-3, 21

SFFAS-3, 21

SFFAS-3, 21

"DoDFMR,"
Volume 11B,
Chapter 55, 55-7,
G.1,

SFFAS-3, 26;
FFMSR-7, 13

SFFAS-3, 30

FFMSR-7, 18

FFMSR-7, 18
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04.02.03

04.02.04

04.02.05

04.02.06

04.02.07

04.02.08

04.02.09

04.02.10

04.02.11

04.02.12

04.02.13

04.02.14

04.02.15

04.02.16

Functional Requirements

vendor.

The system must estimate and routinely update the per unit
inventory holding cost, which is an estimate of the cost to
hold each additional unit of inventory.

The system must recompute the Economic Order Quantity
(EOQ) on a regular, frequent schedule using the demand
forecast, ordering cost, inventory holding cost, and unit cost
of the material.

The system must recompute the safety stock, if any, on a
regular and frequent schedule.

The system must recompute the reorder point level on a
regular and frequent schedule.

The system must determine if replenishment is needed on
a regular and frequent schedule, basing the determination
on net stock and reorder point (care should be taken to
review current stock lists to ensure that obsolete item
numbers are removed from the ordering system and
replaced with current item numbers). New or improved
items should also be entered into the system on a regular
basis.

The system must provide information on current inventories
and historical usage necessary for capacity planning.

The system must support the incorporation of component
availability and anticipated lead times for delivering orders
into a master production schedule.

The system must record and send special orders, orders for
services or goods to  be manufactured to specification, and
other similar orders in order to determine inventory needs.

The system must support predefined inspection plans and
quality standards.

The system must be consistent with the Core Financial
System in how it supports budget execution and funds
control.

The system must support the budgeting of resources for
inventories by considering (1) projected customer orders
based on historical customer activity, and (2) management
decisions projecting future inventory needs.

The system must identify available funds by inventory
commodity.

The system must distinguish available funds for items that
are slow moving and are carried in the inventory for more
than one accounting cycle.

The system must be able to access the Core Financial
System to ensure that funds are available prior to the
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FFMSR-7, 18

FFMSR-7, 19

FFMSR-7, 19

FFMSR-7, 19

FFMSR-7, 19

FFMSR-7, 19

FFMSR-7, 19

FFMSR-7, 29

FFMSR-7, 19

FFMSR-7, 19

FFMSR-7, 20

FFMSR-7, 20

FFMSR-7, 20

FFMSR-7, 20
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Functional Requirements

approval of a request for acquisition of inventory items.

04.02.17 The system must provide for reducing or terminating
acquisitions when funds are limited or not available for new
buys.

04.02.18 The system must identify funds utilized and rates of fund
utilization by inventory commodity.

04.02.19 The system must control the availability of funds by
inventory commodity.

04.02.20 The system must calculate fund usage and project the date
on which funds will be exhausted at the current rate of
usage.

04.02.21 C The system must provide at least the following types of

management information to determine inventory needs:
demand, procurement lead time, procurement cycle,
budget/resource requirements, assets, available funds,
budgeted funds versus actual funds expended, and rates of
fund utilization.

04.02.22 A The system must establish overall production targets
necessary to fill customers' orders and meet operating
schedules.

03 Inventory in Storage

04.03.01 The inventory system must be integrated, at a minimum,
with the acquisition and Core Financial Systems to share
information on items ordered, received, in storage, and
sold, or otherwise disposed of.

04.03.02 The system must record information on material returned
by customers.

04.03.03 C The system must record information on receipts in sufficient
detail to allow the matching of receipt, purchase
order/contract, and invoice for payment purposes.
Examples of data to collect include item numbers,
quantities, units of measure, vendor, and purchase order
number.

04.03.04 The system must record the date of receipt to be used for
purposes of the Prompt Pay Act and to monitor the
timeliness of placing items into inventory. It will also be
used to monitor the age of inventory items.

04.03.05 The system must differentiate between partial receipts
against an undelivered order and full receipts.

04.03.06 C The system must be able to perform quantity and price
conversions between different units of measure. For
example, the item purchased may be cases (CS) and the
receiving activity unit of measure may be each (EA).
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FFMSR-7, 20

FFMSR-7, 20

FFMSR-7, 20

FFMSR-7, 20

FFMSR-7, 20-21

FFMSR-7, 19

FFMSR-7, 21

FFMSR-7, 21

FFMSR-7, 21

FFMSR-7, 21

FFMSR-7, 21

FFMSR-7, 21
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04.03.07

04.03.08

04.03.09

04.03.10

04.03.11

04.03.12

04.03.13

04.03.14

04.03.15

04.03.16

04.03.17

04.03.18

04.03.19

Functional Requirements

The system must identify transportation discrepancies (i.e.,
any discrepancy between the government or commercial
bill of lading received), and initiate the transportation
discrepancy report (e.g., SF 361) and follow-up.

The system must record the quantities and financial values
of all items-in-transit if the title to inventory items transfers
at the point of origin.

The system must record the acceptance or rejection of new
or returned items at their destination, the quantities of each
and update inventory on hand information.

The system must record the date of acceptance for
purposes of the Prompt Pay Act.

The system must provide information on items received and
accepted in order to support the payment management
function of the Core Financial System.

The system must be able to provide customer credit/refund
on items returned in accordance with the agency's return

policy.

The system must be able to identify shipping discrepancies
(e.g., SF364) as well as product quality deficiencies (e.g.,
SF 368) between the items received and the information
provided on shipping documents and purchase orders.

The system must identify the intended location of the item
and track its movement from the point of initial receipt to its
final destination.

The system must record identifiers, quantities, condition,
location, and other elements necessary to establish
physical control.

The system must classify inventory items by commodity
class to meet agency needs for management and control.

The system must distinguish between the unit cost of an
inventory item and its selling price.

The system must include all appropriate purchase,
transportation, and production costs in the cost of an item, if
material. Also, the system shall maintain sufficient line item
information to support the inventory valuation method used
in the program planning and monitoring function of
inventory management. This valuation will not necessarily
equal the financial statement valuation. But must be
reconcilable to the financial statement valuation.

The system must provide financial information in the

appropriate format, using the appropriate method, to other
financial management systems used by the agency.
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FFMSR-7, 22

FFMSR-7, 22

FFMSR-7, 22

FFMSR-7, 22

FFMSR-7, 22

FFMSR-7, 22;
"DoDFMR,"
Volume 11B,
Chapter 55, 55-6,
F5a/b

FFMSR-7, 22

FFMSR-7, 22

FFMSR-7, 22

FFMSR-7, 22

FFMSR-7, 22

FFMSR-7, 22

FFMSR-7, 22, 26
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04.03.20

04.03.21

04.03.22

04.03.23

04.03.24

04.03.25

04.03.26

04.03.27

04.03.28

04.03.29

04.03.30

04.03.31

Functional Requirements

The system must provide the information needed to support

the reconciliation between the inventory system's records
and other systems' records.

The system must provide support for physical verification of
inventory balances by location and type.

The system must record changes in physical condition,
quantities, etc., based on the results of physical inventory
verifications.

If the agency maintains perpetual inventory records the
system must provide for the matching of physical counts
with inventory quantity and financial records through cycle
counting or other inventory management techniques.

If the agency does not maintain perpetual inventory records
the system must provide for reconciliation using beginning
of period inventory balances, receipts, and dispositions up
to the cutoff point for the physical inventory.

The system must ensure the retention of records of physical

inventory counts until (1) the count is reconciled, (2) all
adjusting entries for the physical count are resolved and
entered into the financial records, and (3) the next physical
count is accomplished, reconciled, and entered into the
records.

The system must provide for identification of all errors
arising from reconciliation processes that apply to a time
period prior to the last inventory adjustment. The system
must correct these errors to include appropriate
adjustments to prior gains and losses.

The system must record changes in the location of an
inventory item, such as from one warehouse to another,
and any associated changes in the person or organization
responsible for stewardship of the item.

The system must record losses as a result of destroyed,
lost, or pilfered items. The system must also record the
value and quantities of items in transit.

The system must send the appropriate information to the
core financial and cost accounting systems to ensure that
they stay in balance with the inventory system when
financial adjustments are required as a result of a physical
verification.

The system must adjust inventory item costs for significant
differences between the amount recorded for the items
upon receipt and the invoiced amounts paid for the goods.

The system must generate financial transactions to record
the transfer of inventory between accounts such as from
inventory held for sale and excess, obsolete, and
unserviceable inventory, or between other accounts.
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FFMSR-7, 23

FFMSR-7, 23

FFMSR-7, 23

FFMSR-7, 23;
"DoDFMR,"
Volume 11B,

Chapter 55-4, E3

FFMSR-7, 23

FFMSR-7, 23

FFMSR-7, 23

FFMSR-7, 23

FFMSR-7, 23

FFMSR-7, 23

FFMSR-7, 23

FFMSR-7, 23
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04.03.32 C
04.03.33 C
04.03.34 D
04.03.35

04.03.36

04.03.37 C
04.03.38 C

Functional Requirements

The system must value excess, obsolete, and
unserviceable inventory at expected net realizable value.
(This guidance is subject to modification; contact OUSD(C)
Accounting Policy at 703-697-3200.)

The system must record any subsequent adjustments to the

inventory's net realizable value upon disposal as a loss (or
gain).

[Version 4 - This requirement deleted.]

The system must compute the value of items on the
property records by multiplying quantities on hand or on
loan by the unit cost of the applicable item.

The system must record the value and quantity of items
shipped from contractors or vendors for which title has
passed to the government.

The system must record the value and quantity of items
shipped from the inventory organization, if it retains
accountability, to another organization until receipt by that
organization. Adjustments to inventory valuations must be
generated systemically to reflect net realizable value
instead of historical cost or moving average cost when
material is declared to be excess, obsolete, or
unserviceable, and transferred to the disposal process.
(This guidance has been modified to incorporate the

changes addressed in the OUSD(C) MEMORANDUM, Jul 6

2001, Subject: Approved Valuation Method for Inventory
Held for Sale and Operating Materials and Supplies).

The system must, at the least, provide some management
information about the following: unfilled orders,
discrepancies, acceptance and rejection summaries, days
supply, item expiration/shelf life, master inventory, cycle
count, inactive stock, and inventory accuracy.

04 Inventory Undergoing Repair or in Production

04.04.01 C
04.04.02 C
04.04.03 C

The system must be able to record the transfer of an
inventory item from its current status to the status of "in
repair” and record the change in the financial category.

The system must be able to account for inventory held for
repair using the allowance method or the direct method.

Contact OUSD(C) Accounting Policy for additional policy
guidance.

The system must identify the costs of repair activities.
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FFMSR-7, 23;
"DoDFMR,"
Volume 11B,
Chapter 55, 55-
15, H.3.c

FFMSR-7, 24

FFMSR-7, 24

FFMSR-7, 24

FFMSR-7, 24

FFMSR-7, 24-25

FFMSR-7, 25

SFFAS-3, 32;
FFMSR-7, 25;
"DoD FMR"
Volume 11B,
Chapter 55

(undergoing
substantial revision)

FFMSR-7, 25
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04.04.04

04.04.05

04.04.06

04.04.07

04.04.08

04.04.09

04.04.10

04.04.11

04.04.12

Functional Requirements

When using the allowance method, the system must value
inventory held for repair at the same value as a serviceable
item, but must also establish an allowance for repairs
contra-asset account (i.e. repair allowance). Contact
OUSD(C) Accounting Policy for additional policy guidance.

When using the allowance method, the system must record
the annual (or other period) credit(s) required to bring the
repair allowance to the current estimated cost of repairs.
They must be noted as current period operating expenses.
Contact OUSD(C) Accounting Policy for additional policy
guidance.

When using the allowance method, the system must charge
(debit) the cost of repairs, as they are made, to the
allowance for repairs account. Contact OUSD(C)
Accounting Policy for additional policy guidance.

When using the direct method, the system must value
inventory held for repair at the same value as a serviceable
item less the estimated repair costs. Contact OUSD(C)
Accounting Policy for additional policy guidance.

When using the direct method, and as repairs are actually
made, the system must capitalize as the cost of the repair
in the inventory account an amount up to the value of a
serviceable item. Contact OUSD(C) Accounting Policy for
additional policy guidance.

When using the direct method, the system must identify any
difference between the initial estimated repair cost and the
actual repair cost and either debit or credit that difference to
the repair expense account. Contact OUSD(C) Accounting
Policy for additional policy guidance.

When transitioning to a new repair accounting method, the
system must separately identify or estimate prior period
amounts for repair to avoid overstating repair expenses for
the first period that repair expense is accrued. The
estimated amount to repair inventory that is attributable to
prior periods shall be credited to the repair allowance under
the repair allowance method or to the inventory account
under the direct method, and reported as an adjustment to
equity.

[Version 3 - This requirement deleted.]
The system must record the transfer of an inventory item
from the status of "in repair" to its proper status and

location. The system must provide information to the core
financial system to record the change in financial category.

4-9

SFFAS-3, 32;
"DoD FMR"
Volume 11B,
Chapter 55
(undergoing
substantial revision)

DoD FMR Volume

11B, Chapter 55
(undergoing
substantial revision)

SFFAS-3, 32;
"DoD FMR"
Volume 11B,
Chapter 55

(undergoing
substantial revision)

SFFAS-3, 33;
"DoD FMR"
Volume 11B,
Chapter 55
(undergoing
substantial revision)

SFFAS-3, 33;
"DoD FMR"
Volume 11B,
Chapter 55

(undergoing
substantial revision)

SFFAS-3, 33,
"DoD FMR"
Volume 11B,
Chapter 55
(undergoing
substantial revision)

FFMSR-7, 25

FFMSR-7, 26
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04.04.13

04.04.14

04.04.15

04.04.16

04.04.17

04.04.18

04.04.19

04.04.20

04.04.21

04.04.22

04.04.23

04.04.24

Functional Requirements
[Version 3 - This requirement deleted.]

The system must support the establishment of orders to be
placed with a contractor or other government entity to
perform production work on items needed.

The system must project the production elements
necessary to complete the production cycle. These
production elements must reflect bills of material,
manufacturing requirements, and production time to
produce or repair products.

The system must be able to support cost accumulation by
work elements such as job order, activities, products, etc.,
and accept costs and other appropriate information from the
cost accounting system.

The system must track accumulated costs and include the
value of direct materials, direct labor, and overhead, where
applicable for work-in-process. Percentage of completion
information should be used to value work-in-process.

The system must record unit costs and the prices of
products and services.

The system must transfer work-in-process to finished goods
for inventory categorization and accounting purposes.

The system must identify the intended location of the item
and track its movement from the point of initial receipt to its
final destination.

The system must record identifiers, quantities, condition,
location, and other elements necessary to establish
physical control.

The system must classify inventory items by commodity
class or type to meet agency needs for management and
control.

The system must provide at least the following types of
management information regarding inventory-undergoing
repair or in production: repair status, production order, and
work-in-process tracking.

The system must transfer an item to the disposal process, if
the item is determined to be unserviceable.

05 Inventory Disposition

04.05.01

Upon sale or use of inventory in the provision of a service,
the system must record the related expense and remove
the cost of those goods from inventory.
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FFMSR-7, 26

FFMSR-7, 26

FFMSR-7, 26

FFMSR-7, 26

FFMSR-7, 26

FFMSR-7, 26

FFMSR-7, 26

FFMSR-7, 26

FFMSR-7, 26

FFMSR-7, 27

FFMSR-7, 26

FFMSR-7, 27;
"DoDFMR,"
Volume 11B,
Chapter 55, 55-
16, H.4.b
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04.05.02

04.05.03

04.05.04

04.05.05

04.05.06

04.05.07

04.05.08

04.05.09

04.05.10

04.05.11

04.05.12

04.05.13

04.05.14

Functional Requirements

The system must record changes in the location of the
inventory items and the associated changes in the person
or organization responsible for stewardship of the item.

The system must record the transfer of an inventory item
from the status of "on loan" to its proper status and location.

The system must adjust the value of items being returned in
worse condition or that are not returned at all. If the
financial category needs to be changed to "held for repair"
or "excess, obsolete, or unserviceable," the system must
generate the appropriate accounting and financial
transactions.

The system must verify that the customer order is received
from an eligible customer who is authorized to use the
system and order the items.

The system must record the fund citation provided by the
customer so that it may be included on hillings.

The system must ensure that inventory items issued are
limited to available funds provided by the customer.

If available funds are expected to be exceeded because of
price changes, the system must advise the customer of the
new price. The system must withhold performance and/or
shipment until the customer has provided the additional
funds required or has been given an opportunity to cancel
or reduce the order.

The system must establish and maintain customer records
if customers are billed or if tracking of individual customer
data, business history, and preferences are important to the
program.

The system must record relevant information, such as
customer name, customer identification number, phone
number, multiple customer addresses (ship to, bill to), key
contracts, shipping restrictions, items and quantities
ordered, date received and shipping location.

If the customer is a federal agency, the system must record
the fund citation provided.

To support the customer order process, the system must,
when insufficient stock is available to fulfill the total
requirement, issue stock and back order the balance as
policy permits.

The system must determine and record the value of a
customer order.

The system must send a transaction to the Core Financial
System to record receipt of an unfilled customer order.

4-11

FFMSR-7, 27

FFMSR-7, 28

FFMSR-7, 28

FFMSR-7, 28

FFMSR-7, 28

FFMSR-7, 28

FFMSR-7, 28

FFMSR-7, 28

FFMSR-7, 28

FFMSR-7, 28

FFMSR-7, 28

FFMSR-7, 29

FFMSR-7, 29
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04.05.15

04.05.16

04.05.17

04.05.18

04.05.19

04.05.20

04.05.21

04.05.22

04.05.23

04.05.24

04.05.25

04.05.26

04.05.27

04.05.28

Functional Requirements

If the customer is not a federal agency, the system must
record the budgetary resources only up to the amount of
cash received, unless otherwise authorized by statute.

If the customer is a federal agency, the system must record
the budgetary resources for the entire amount.

To support the customer order process, the system must, if
checks or cash are received with the customer order,
record it against the customer order and send the
information to the receipt management function of the Core
Financial System.

The system must prepare picking lists to be used in pulling
inventory items from storage and then reduce quantities on
hand by the number of items removed.

The system must provide information to customers on
shipments of material so that the customers may establish
financial controls, as applicable, over shipments in transit
from suppliers and to establish the point of title transfer.

The system must maintain records of items issued,
including quantities, shipment methods, dates, destinations,
etc., to assist in the resolution activities.

The system must compare customer order records to issue
records and flag any differences for follow-up.

The system must be able to determine the appropriate price
for a particular customer order using pricing models and
formulas.

The system must provide quality controls to ensure that all
appropriate costs have been provided to the pricing formula
for a particular customer order.

The system must develop the information necessary to
prepare an initial invoice for a customer that provides
adequate support for the prices charged.

The system must either prepare the initial invoice itself or
pass the necessary information to the Core Financial
System to prepare the invoice.

The system must provide the Core Financial System with
the data necessary to establish the receivable and support
subsequent administration of the receivables management
and collection processes.

The system must decrease the inventory account and
increase the cost of goods sold account by the value of the
inventory items sold.

The system must record revenue and the appropriate

offsetting account at the amount for which the inventory
items are sold.
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04.05.29

04.05.30

04.05.31

04.05.32

04.05.33

04.05.34

04.05.35

Functional Requirements

The system must record the value of items issued from
storage or shipped to customers when the title does not
pass to the customer until a subsequent event occurs.

The system must decrease the quantity of the inventory
items on hand by the number of items sent to the disposal
organization.

The system must record confirmation of receipt of items by
the disposal organization.

The system must record asset transfers and/or losses as
appropriate, and in accordance with SFFAS Number 3, for
items designated as excess, obsolete, or unserviceable,
including items: (1) transferred to other federal agencies
under mandated federal utilization programs, (2) sold as
scrap, or (3) donated to state and local governments under
mandated federal donation programs.

The system must be able to transfer balances between
financial categories; for example, from "inventory held for
sale" to "excess, obsolete, and unserviceable inventory."

The system must account for the proceeds resulting from
disposition of inventory items as scrap.

The system must provide at least the following types of
management information regarding the disposition of
inventory: accountability of loaned items, stock availability,
customer orders, inventory turnover, stock usage, losses,
and disposals.

06 Inventory Program Planning and Monitoring

04.06.01

04.06.02

04.06.03

04.06.04

04.06.05

04.06.06

04.06.07

The system must establish price computation models or
formulas to be used in calculating customer's bills.

The system must provide methods to support pricing by
groupings or commodities.

The system must identify separate methods of pricing, as
needed, based on statutory authority or other agency

policy.

The system must provide quality controls over input data to
the pricing model to ensure that all appropriate costs are
included and accurate.

The system must establish methods or formulas to be used
in valuing and accounting for inventory based on cost.

The system must establish appropriate cost methods that
apply to the various types of inventories held by an agency.

The system must be able to maintain the net realizable
value of inventory items.
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04.06.08

04.06.09

04.06.10

04.06.11

04.06.12

04.06.13

04.06.14

04.06.15

04.06.16

04.06.17

04.06.18

04.06.19

04.06.20

Functional Requirements

The system must establish methods or formulas to be used
in valuing and accounting for inventory in the process of
production based on cost.

The system must establish appropriate cost methods that
apply to the various types of inventories involved in the
production process.

The system must establish methods to capture and
accumulate costs for work-in-process that account for repair
or manufacturing performed by an independent third party
such as contractors or other government activities.

The system must allow for work-in-process to be based on
documented cost incurred.

When the standard cost method is being used to record
costs for work-in-process, the system must be able to
record standard costs and actual costs for each inventory
item, in order to support usage and cost variance analysis.

The system must develop standard costs that will include
anticipated amounts of material, labor, overhead, and other
relevant cost factors.

The system must track actual and standard cost variances
for materials, labor, and overhead when a standard cost
method is used.

The system must establish exception thresholds; perform
cost analysis, and monitor trends and variances.

The system must record reasons for significant deviations
between standard and actual costs.

The system must be able to support adjustments of rates
and dispositions of variances by performing periodic
allocations.

The system must match costs and revenues within the time
periods in which they were incurred or realized to provide
for the identification of gains or losses from sales.

The system must support analysis of operations on an
annual basis to determine if revenues are sufficient to cover
the costs of the entire inventory program.

The system must provide sufficient transaction audit trails

to support the balances of inventory shown on the agency's
general ledger, as well as any changes in those balances.
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04.06.21

04.06.22

Functional Requirements

The system must maintain the supporting documentation
for inventory transactions until audited for accuracy and
approved by external financial auditors, for a period of not
less than 3 years. Retention may be longer when (1)
required by regulations, (2) there is a possibility of legal
action involving the inventories, or (3) contract terms or
modifications require longer retention.

The system must provide at least the following types of
management information regarding inventory program
planning and monitoring: costs per dollar of sales,
operations costs, and performance measures.

07 Operating Materials and Supplies

04.07.01 C
04.07.02 C
04.07.03 C
04.07.04 C
04.07.05 C
04.07.06

The system must categorize operating materials and
supplies, as defined in SFFAS 3, Paragraph 37, as (1)
operating materials and supplies held for use, (2) excess,
obsolete, and unserviceable operating materials and
supplies, or (3) operating materials and supplies held for
repair.

The system must apply the consumption method of
accounting when recognizing expenses for operating
materials and supplies. Operating materials and supplies
shall be recorded and reported as assets when produced or
purchased.

The system must remove the cost of goods from operating
materials and supplies and report them as an operating
expense in the period they are issued to an end user for
consumption in normal operations.

The system may apply the purchases method to operating
materials and supplies if (1) they are not significant
amounts, (2) they are in the hands of the end user for use
in normal operations, or (3) it is not cost-beneficial to apply
the consumption method of accounting. The purchases
method requires that operating materials and supplies be
expensed when purchased.

The system must value operating materials and supplies on
the basis of historical cost as further defined in requirement
04.07.09, which shall include all appropriate purchase and
production costs incurred to bring the items to their current
condition and location. This requirement does not apply to
immaterial amounts.

The system must charge any abnormal costs, such as
excessive handling or rework costs, to operations of the
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04.07.07
04.07.08
04.07.09 C
04.07.10 D
04.07.11 D
04.07.12 C
04.07.13
04.07.14 C

08 Stockpile Materials
04.08.01

period.

The system must value donated operating materials and
supplies at their fair market value at the time of donation.

The system must value operating materials and supplies
acquired through exchange of nhon-monetary assets at the
fair market value of the asset received at the time of the
exchange and record as a gain or loss any difference
between the recorded amount of the asset surrendered and
the fair market value of the asset received..

The system may apply the moving average cost flow
assumptions or other OUSD(C) Accounting Policy
approved method in arriving at the historical cost of ending
operating materials and supplies and cost of goods
consumed. (This guidance has been modified to
incorporate the changes addressed in the OUSD(C)
MEMORANDUM, Jul 6 2001, Subject: Approved Method for
Inventory Held for Sale and Operating Materials and

Supplies.)

[Version 4 - This requirement deleted.]
[Version 4 - This requirement deleted.]

The system must value excess, obsolete, and
unserviceable operating materials and supplies at their
estimated net realizable value. (Subject to modification,
contact OUSD(C) Accounting Policy at 703-697-3200).

The system must record as a loss (or gain) the difference
between the carrying amount of the operating materials and
supplies before identification as excess, obsolete, or
unserviceable and their estimated net realizable value; and
then either report it separately or disclose it in the financial

statements.

The system must record any subsequent adjustments to
the estimated net realizable value of excess, obsolete, and
unserviceable operating materials and supplies upon

Functional Requirements

disposal as a loss (or gain).

The system must apply the consumption method of
accounting for the recognition of expense for stockpile
materials. These materials are recorded as assets and
reported when produced or purchased.
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04.08.02

04.08.03

04.08.04
04.08.05

04.08.06

04.08.07

04.08.08

04.08.09

04.08.10

04.08.11

04.08.12

09 Reporting
04.09.01

Functional Requirements

The system must remove the cost of stockpile materials
from stockpile materials and report it as an operating
expense when issued for use or sale.

The system must value stockpile materials, except for war
reserve materials, on the basis of historical cost, which
shall include all appropriate purchase, transportation and
production costs incurred to bring the items to their current
condition and location. This requirement does not apply to
immaterial amounts.

[Version 4 - This requirement deleted.]
[Version 4 - This requirement deleted.]

The system must charge any abnormal costs, such as
excessive handling or rework costs, to operations of the
period.

The system may apply the moving average cost flow
assumptions, or other OUSD(C) Accounting Policy
approved method, in arriving at the historical cost of
stockpile materials. (See OUSD(C) Memorandum
"Approved Method for Inventory Held for Sale and
Operating Materials and Supplies" dated July 6, 2001.)

The system must reduce the carrying amount of materials
to the expected net realizable value for those materials that
have suffered (1) a permanent decline in value to an
amount less than their cost, or (2) damage or decay. The
decline in value shall be recorded as a loss or an expense
in the period in which it occurs.

When stockpile materials are authorized for sale, the
system must disclose those materials as stockpile materials
held for sale.

The system must value the stockpile materials held for sale
using the same basis used before they were authorized for
sale.

The system must record/maintain any difference between
the carrying amounts of the stockpile materials held for sale
and their estimated selling price.

When stockpile materials are sold, the system must remove
the cost of stockpile materials from the stockpile materials
account and report it as cost of goods sold. Any gain (or
loss) upon disposal shall be recorded as a gain (or loss) at
that time.

An entity must disclose in its financial statements the

4-17

SFFAS-3, 52

SFFAS-3,
53"DoDFMR,"
Volume 04,
Chapter 04,
040106

SFFAS-3,
53;"DoDFMR,"
Volume 04,
Chapter 04,
040106

SFFAS-3,
53;"DoDFMR,"
Volume 04,
Chapter 04,
040106

SFFAS-3, 54

SFFAS-3, 55

SFFAS-3, 55

SFFAS-3, 55

SFFAS-3, 55

SFFAS-3, 35



4 - INVENTORY, OPERATING MATERIALS AND SUPPLIES, STOCKPILE MATERIALS

04.09.02

Functional Requirements
general composition of inventory.
An entity must disclose in its financial statements the basis  SFFAS-3, 35

for determining inventory values, including the valuation
method and any cost flow assumptions.
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04.09.03

04.09.04

04.09.05

04.09.06

04.09.07

04.09.08

04.09.09

04.09.10

04.09.11

04.09.12

04.09.13

04.09.14

04.09.15

Functional Requirements

An entity must disclose in its financial statements changes
from the prior year's accounting methods, if any.

Unless otherwise presented on the financial statements an
entity must disclose in its financial statements the balances
for each of the following categories of inventory: inventory
held for current sale; excess, obsolete and unserviceable
inventory; and inventory held for repair, unless otherwise
presented in the financial statements.

An entity must disclose in its financial statements any
restrictions on the sale of material.

An entity must disclose in its financial statements the
decision criteria and its changes for identifying the category
to which inventory is assigned.

[Version 4 - This requirement deleted.]

The difference between the carrying amount of operating
materials and supplies before its identification as excess,
obsolete or unserviceable and its estimated net realizable
value shall be recognized as a loss/gain and either reported
separately or disclosed.

An entity shall develop and disclose in its financial
statements the criteria for identifying excess, obsolete, and
unserviceable operating materials and supplies.

An entity must disclose in its financial statements the
general composition of operating materials and supplies.

An entity must disclose in its financial statements the basis
for determining the values of operating supplies and
materials, including the valuation method and any cost flow
assumptions.

An entity should disclose in its financial statements any
changes from the prior year's accounting methods pertaining
to operating supplies and materials.

An entity must disclose in its financial statements the
balances for each of the categories of operating materials
and supplies described in SFFAS-3, paragraph 37 (held for
use; held for repair; and excess, obsolete, unserviceable).

An entity must disclose in its financial statements any
restrictions on the use of material.

An entity must disclose in its financial statements the

decision criteria and its changes for identifying the category
to which operating materials and supplies are assigned.
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Functional Requirements

04.09.16 An entity must disclose in its financial statements the SFFAS-3, 55
stockpile materials authorized for sale using the same
values used before they were authorized for sale.

04.09.17 C An entity must disclose in its financial statements any SFFAS-3, 55
difference between the carrying amount of stockpile
materials held for sale and their estimated selling price. An
entity must also remove the cost of materials from stockpile
materials and report the cost of stockpile material as cost of
goods sold when sold.

04.09.18 An entity must disclose in its financial statements the SFFAS-3, 56
general composition of stockpile materials.

04.09.19 An entity must disclose in its financial statements the basis SFFAS-3, 56
for valuing stockpile materials, including the valuation
method and any cost flow assumptions.

04.09.20 An entity must disclose in its financial statements the SFFAS-3, 56
changes from prior year's accounting methods, if any, for
stockpile materials.

04.09.21 An entity must disclose in its financial statements any SFFAS-3, 56
restrictions on the use of stockpile materials.

04.09.22 An entity must disclose in its financial statements the values SFFAS-3, 56
for the balances of stockpile materials in each category
described in SFFAS-3 (stockpile materials and stockpile
materials held for sale).

04.09.23 An entity must disclose in its financial statements the SFFAS-3, 56

decision criteria and its changes for categorizing stockpile
materials as held for sale.
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3 — PROPERTY, PLANT AND EQUIPMENT
Introduction

CHAPTER 3

Property, Plant and Equipment

DoD owns and manages more physical assets than any other Federal agency. Annually, DoD reports
tens of billions of dollars in property plant and equipment. In addition, the Department owns, manages, and
controls thousands of pieces/units of National Defense assets (planes, missiles, ships, tanks, submarines, and
the like). Within DoD, the three military departments and assorted Defense agencies operate and maintain
property accountability systems that track, maintain visibility, manage, and report on DoD’s mammoth PP&E
holdings. These property accountability systems, for the most part, maintain records that are used to prepare
general ledger balances for PP&E financial reporting.

Effective October 1, 1998 (fiscal year 1999), military equipment—previously presented as capitalized
assets on the Department’s statements of financial position—was recategorized as National Defense assets and
was no longer required to be reported on the financial statements. Instead, information regarding such property
is required to be presented as supplemental stewardship information accompanying the Department’s financial
statements. These changes were mandated by SFFAS No. 6, Accounting for Property, Plant, and Equipment,
and SFFAS No. 8, Supplementary Stewardship Reporting.

NOTE: After the cut-off date for this version of this document, the FASAB voted to amend SFFAS 6 to delete
the term National Defense PP&E, and, starting in FY2003, to require the reporting on the balance sheet of
military equipment as General PP&E, reported at acquisition cost and depreciated. Users must be aware of this
change. In this version, the term is still in used in its former Stewardship Asset context; changes to the
applicable FFMR will be made in the next version of this document.

JFMIP published the “Property Management Systems Requirements” in October 2000 for Federal

agencies’ systems that are used to account for, track, control, and help manage property, plant, and equipment
(PP&E).
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3 — PROPERTY, PLANT AND EQUIPMENT
Functional Requirements

Property, Plant and Equipment

Functional Requirements

ONoOR~WNE

Req ID

Maintain/Update Property Information

Record Acquisition of Property, Plant, and Equipment

Record Asset Value Changes

Depreciate, Amortize, or Deplete Asset

Record Disposition/Retirement of Asset

Deferred Maintenance Costs and Cleanup Costs

Stewardship Property, Plant, and Equipment (Including Federal Mission PP&E)
Reporting

REQUIREMENTS

01 Maintain/Update Property Information

03.01.01

03.01.02

03.01.03

03.01.04

03.01.05

03.01.06

The property system should categorize PP&E assets as:
- General PP&E (including land acquired for or in
connection with other general PP&E),

- National Defense PP&E,

- heritage assets, and

- stewardship land (i.e., land not included in general
PP&E).

For entities operating as business-type activities, the
property system must categorize all PP&E used in the
performance of their mission as general PP&E whether or
not it meets the definition of any other PP&E categories.

The property system must include land and land rights
acquired for, or in connection with, other general PP&E, as
general PP&E. In some cases, general PP&E may be built
on existing Federal lands. In this case, the land cost would
often not be identifiable. In these instances, general PP&E
shall include only land and land rights with an identifiable
cost that was specifically acquired for or in connection with
construction of general PP&E.

[Version 3 - This requirement deleted.]

The property system shall record the cost of General PP&E
real property assets while under construction in the
Construction-in-Progress account. Upon completion, the
costs are reclassified from Construction-in-Progress to
General PP&E (i.e., buildings, equipment, internal use
software, other structures and buildings, and leasehold
improvements) as the acquisition (recorded) cost of the
asset.

The property system must identify capitalization criteria and
allow authorized users to revise the capitalization criteria,
including changing dollar limits and the useful life of assets
by asset category.

3-2

SOURCE(S)

SFFAS-6, 21;
SFFAS-11, 3;
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03.01.07

03.01.08-
03.01.10

03.01.11

03.01.12

03.01.13

03.01.14

03.01.15

03.01.16

03.01.17

3 — PROPERTY, PLANT AND EQUIPMENT
Functional Requirements

The property system must provide balances or detailed
data to the general ledger property account and related
accounts.

[Version 3 - These requirements deleted.]

The property system should record the acquisition of a
General PP&E asset with a dollar value supported by
appropriate documentation.

The property system should identify as General PP&E
agreements with foreign governments to occupy facilities
where

ALL of the following criteria are met:

-The facilities are occupied or equipment is used without
reimbursement to the host nation,

-The DoD Component controls access to or use of the
facility or equipment,

-Use of the facility or equipment is for an unspecified
length of time, and

-The DoD Component maintains and repairs the facility or
equipment.

The property system should maintain an individual
subsidiary account for each construction project to facilitate
the transfer of costs to the applicable general PP&E (see
03.01.05) or expense account.

[Version 3 - This requirement deleted.]

The property system must quantify heritage assets in terms
of physical units (i.e., the number of Museums, Monuments
and Memorials, Cemeteries and Archeological sites,
Buildings and Structures, and Major Collections).

[Version 3 - This requirement was deleted, due to move to
another section.]

[Version 3 - This requirement deleted.]

02 Record Acquisition of Property, Plant, and Equipment

03.02.01

The property system must record all General PP&E
assets as follows: The acquisition cost and other costs
necessary to bring the asset to an operable condition
are capitalized if the total cost equals or exceeds the
Department's capitalization threshold and the asset has
an estimated useful life of two or more years. If the
acquisition costs, including other costs necessary to
bring the asset to an operable condition, do not equal or
exceed the DoD capitalization threshold, the costs are
expensed in the period incurred.
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03.02.02

03.02.03

03.02.04

03.02.05

03.02.06

03.02.07

03.02.08

3 — PROPERTY, PLANT AND EQUIPMENT
Functional Requirements

The property system must generate the data required
for the generation of general ledger entries necessary to
record the acquisition of PP&E when title passes or
when the asset is delivered, whichever occurs first.

The property system must include internal use software
as General PP&E if it has a useful life of two years or
more and the cost of the software equals or exceeds the
capitalization threshold.

Capitalized costs include:

- Purchase price, plus any material internal costs
incurred for implementation

- Those clearly identifiable with major new software
projects and distinguishable from recurring maintenance
- Type activities,

- Costs incurred after technological feasibility has been
established, and

- Direct costs of developing major new software, initial
training material, and documentation manuals incurred
after technological feasibility has been established.

The property system must record the cost of General
PP&E assets acquired under a capital lease at its
inception equal to the amount recognized as a liability
plus any cash paid or other consideration given.

The property system must be able to record the cost of
general PP&E acquired through donation, execution of a
will or judicial process, excluding forfeiture, at its
estimated fair value at the time it was acquired.

The property system must record the cost for General
PP&E transferred from another DoD Component or
federal agency at the amount recorded on the
transferring entity's books for the PP&E, NET of any
accumulated depreciation. If the receiving DoD
Component cannot reasonably ascertain those
amounts, the cost of the asset shall be its fair value at
the time of transfer.

The cost of general PP&E acquired through exchange
shall be the fair value of the PP&E surrendered at the
time of exchange. This guidance on exchanges applies
only to exchanges between a DoD Component and a
nonfederal entity. Exchanges between a DoD
Component and another DoD component or federal
agency shall be accounted for as a transfer.

The property system must record the cost of General
PP&E acquired through seizure or forfeiture at fair
market value, less an allowance for any liens or claims
from a third party.

34
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03.02.09

03.02.10

03.02.11-
03.02.15

03.02.16

03.02.17

03.02.18

03.02.19

03.02.20

3 — PROPERTY, PLANT AND EQUIPMENT
Functional Requirements

The property system must record PP&E when the title
passes to the acquiring entity or when the PP&E is
delivered to the entity or to an agent of the entity. In the
case of constructed PP&E, it shall be recorded as
construction in progress until it is completed and
available for use, whether or not actually placed in use
at that time. The balance shall be transferred to
General PP&E at this time. The available for use date is
NOT dependent on whether the building has been
officially transferred, or whether final payment has been
made and the contract closed out.

If historical cost information for existing General PP&E
has not been maintained, the property system must
record the assets at estimated valuations. Estimates
shall be based on:

- The costs of similar assets at the time of acquisition, or
- The current costs of similar assets discounted for
inflation since the time of acquisition (i.e., by deflating
current costs to costs at the time of acquisition by the
general price index).

Version 3 - These requirements deleted.]

The property system must be able to record the value of
Stewardship land in terms of physical quantities rather
than in monetary values.

[Version 4 - This requirement was deleted. In Version 3
moved to another section.]

[Version 4 - This requirement was deleted. In Version 3
moved to another section.]

The property system must maintain detailed information
on property provided to contractors, to include real
property (Government-owned Contractor Operated
facilities) and DoD property transferred from one
contract to another contract.

[Version 3 - This requirement deleted.]

03 Record Asset Value Changes

03.03.01

03.03.02-
03.03.04

The property system should identify that the cost of an
improvement shall be capitalized when the costs of the
improvement increases the General PP&E asset
capacity, size, efficiency, or useful life. Additionally, the
cost of the improvement must equal or exceed the
capitalization threshold, regardless of funding source.

[Version 3 - These requirements deleted.]
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SFFAS-6, 34;
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03.03.05

03.03.06

03.03.07

03.03.08

03.03.09

V

3 — PROPERTY, PLANT AND EQUIPMENT
Functional Requirements

The property system must generate the journal entries,
or the data required for journal entries, for recording
changes in the valuation of general PP&E, as well as
any resulting gains or losses.

The property system must capitalize applicable
improvements separately from the General PP&E asset
improved and capture the date of the improvement.

[These requirements are Value Added. See the Value
Added Section for requirements description.]

[These requirements are Value Added. See the Value
Added Section for requirements description.]

[These requirements are Value Added. See the Value
Added Section for requirements description.]

04 Depreciate, Amortize, or Deplete Asset

03.04.01

03.04.02

03.04.03

03.04.04

03.04.05

03.04.06

The property system must calculate
depreciation/amortization expense through the
systematic and rational allocation of the cost of general
PP&E, less the estimated salvage/residual value, over
the DoD standard recovery period of the general PP&E.
Within the DoD, straight-line depreciation method must
be used. Depreciation expense shall be recognized on
all PP&E, except land and land rights of unlimited
duration. Any changes in estimated life or
salvage/residual value must be treated prospectively.
The change must be accounted for in the period of the
change and in future periods. No adjustments should
be made to previously recorded depreciation or
amortization.

The property system must be able to record the
estimated useful life of an asset for depreciation
purposes based on the DoD standard recovery period.

[Version 3 - This requirement deleted.]

The property system must accumulate depreciation
expense in a contra asset account; accumulated
depreciation. It must also accumulate amortization
expense in a contra asset account: accumulated
amortization

[Version 3 - This requirement deleted.]
The property system should stop depreciating general
PP&E assets that have been removed from the general

PP&E account in anticipation of disposal, retirement, or
removal from service.
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DoDFMR, Volume 4,
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JFMIP SR-00-4, 16
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03.04.07

03.04.08

03.04.09

03.04.10

03.04.11-
03.04.18

03.04.19

03.04.20

03.04.21

03.04.22

03.04.23

03.04.24

03.04.25

03.04.26

\Y,

3 — PROPERTY, PLANT AND EQUIPMENT
Functional Requirements

The property system should record accumulated
depreciation/ amortization based on the recorded cost
and the number of years the general PP&E has been in
use relative to its estimated useful life.

[Version 3 - This requirement deleted.]
[Version 3 - This requirement deleted.]

The property system must generate data required for
generation of general ledger entries for depreciation and
amortization expenses that include tracking the
accumulated amounts as well as the current period
expenses in separate accounts.

[Version 3 - These requirements deleted.]

The property system must maintain subsidiary accounts
for accumulated depreciation on the equipment that
corresponds to those accounts.

The property system must be able to depreciate capital
lease assets for those activities authorized to enter into
capital lease agreements. The depreciation expense
and the accumulated depreciation should be reflected in
the financial accounts.

The property system must be able to calculate
depreciation for donated assets (including assets
procured from an appropriation other than the user's
appropriation).

For working capital funds, the property system must
generate data required for generation of general ledger
entries for the "other financing source" that equals the
amounts of depreciation on donated assets.

The property system must allow authorized users
system access to change the estimated useful life of an
asset, the depreciation method, and the estimated
salvage value, and make adjustments to PP&E asset
and contra-asset accounts on an exception basis.

[Version 3 - This requirement was deleted, after move to
another section.]

[Version 3 - This requirement was deleted, after move to
another section.]

[This requirement is Value Added. See the Value
Added Section for requirement description.]
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03.04.27

03.04.28

3 — PROPERTY, PLANT AND EQUIPMENT
Functional Requirements

Costs which either extend the useful life of existing
general PP&E, or enlarge or improve its capacity shall
be capitalized and depreciated/amortized over the
remaining useful life of the associated general PP&E.
(See 03.04.28 for specific DoD guidance.)

The property system must depreciate applicable
improvements separately from the General PP&E asset
improved and capture the date of the improvement.
Improvements shall be depreciated over the standard
recovery periods provided in Table 6-7 of Chapter 06.
Improvements that do not increase an asset's capacity,
size, efficiency, or useful life, regardless of the cost of
the improvement shall be expensed.

05 Record Disposition/Retirement of Asset

03.05.01

03.05.02

03.05.03

03.05.04

03.05.05

03.05.06

03.05.07

03.05.08

[Version 3 - This requirement deleted.]

The property system must record disposed assets in the
property in-transit account when the disposed items are
transferred to DRMS.

The property system must remove assets from the
property in-transit account when received and accepted
by DRMS.

The property system must maintain subsidiary accounts,
or the data for subsidiary accounts, in order to manage
and report on property awaiting disposal.

[Version 3 - This requirement deleted.]
[Version 2 - This requirement deleted.]

The property system must remove general PP&E assets
from the asset accounts along with associated
accumulated depreciation/ amortization in the period of
disposal. Any difference between the net book value of
the PP&E and amounts realized must be recognized as
a gain or a loss in the period that the general PP&E is
disposed of, sold, or title is transferred to another non-
federal entity.

[This requirement is Value Added. See the Value
Added Section for requirement description.]

06 Deferred Maintenance Costs and Cleanup Costs

03.06.01

The property system must record estimated
environmental cleanup costs for PP&E assets when the
assets are placed in service.
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03.06.02

03.06.03

03.06.04

03.06.05

03.06.06

03.06.07

03.06.08

03.06.09

03.06.10

3 — PROPERTY, PLANT AND EQUIPMENT
Functional Requirements

The property system must record revised cleanup cost
estimates made periodically to account for material
changes due to inflation or deflation and for changes in
regulations, plans, and/or technology. New cost
estimates should be provided if there is evidence that
material changes have occurred; otherwise estimates
may be through indexing.

During each period that general PP&E is in operation,
the property system must record a portion of the
estimated total cleanup costs as an expense. This
expense allocation must be done in a systematic and
rational manner based on the use or physical capacity of
the associated PP&E, whenever possible. If physical
capacity is not applicable or estimable, the estimated
useful life of the associated PP&E may serve as the
basis for allocating expenses to the period. Such
allocation must begin during the first period that the
PP&E is in operation.

The property system must record a reduction in the
liability for cleanup costs as payments are made (for the
cleanup).

For stewardship assets, the property system must
record total estimated cleanup costs during the
expected life of the assets as an expense and establish
a corresponding liability during the period that
stewardship PP&E is placed into service.

The property system must adjust the cleanup cost
liability when the costs are re-estimated. Adjustments to
the liability must be recognized as an expense entitled,
"changes in estimated cleanup costs from prior periods."

The property system must identify the method for
assigning estimated total cleanup costs to current
operating periods (e.g., physical capacity versus
passage of time).

The property system must recognize material changes
in total estimated cleanup costs due to changes in laws,
technology, or plans; such changes shall be disclosed.
In addition, the portion of the change in estimate that
relates to prior period operations shall be disclosed.

The property system must disclose the nature of
estimates and information regarding possible changes
due to inflation, deflation, technology, or alterations in
applicable laws and regulations.

The property system may stratify critical and non-critical

amounts of maintenance needed to return each major
class of asset to its acceptable operating condition.
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03.06.11

03.06.12

03.06.13

03.06.14

03.06.15

3 — PROPERTY, PLANT AND EQUIPMENT
Functional Requirements

The property system must record a liability for cleanup
costs for stewardship PP&E that are in service at the
effective date of this standard. An adjustment shall be
made to the Net Position of the entity. The amount on
the adjustments shall be shown as "a prior period
adjustment"” in any statements of Changes in Net
Position that maybe required. The amounts involved
shall be disclosed.

An entity shall recognize the offsetting change in any
liability upon implementation of cleanup costs standards
in SFFAS-6. The change shall be made to Net Position
of the entity.

An entity must show as a prior period adjustment in its
Statement of Changes in Net Position the amount of the
liability that was changed due to implementing the
cleanup costs standard in SFFAS-6.

An entity must recognize as a liability the cleanup costs
for stewardship PP&E in service on the effective date of
SFFAS-6 (October 1, 1997). An adjustment reflecting
the liability shall be made to the Net Position of the
entity. The adjustment shall be shown as a prior period
adjustment.

[This requirement is Value Added. See the Value
Added Section for requirement description.]

SFFAS-6, 106;
"DoDFMR," Volume
6B, Chapter 14,
Table 14-6

SFFAS-6, 105;
"DoDFMR," Volume
6B, Chapter 14,
Table 14-6

SFFAS-6, 105;
"DoDFMR," Volume
6B, Chapter 14,
Table 14-6

SFFAS-6, 106;
"DoDFMR," Volume
6B, Chapter 14,
Table 14-6

07 Stewardship Property, Plant, and Equipment (Including Federal Mission PP&E)

03.07.01

03.07.02

03.07.03

03.07.04-

03.07.06

03.07.07

03.07.08

03.07.09

D

[Version 4 - This requirement deleted, after move in
Version 2.]

[Version 4 - This requirement deleted, after move in
Version 2.]

[Version 4 - This requirement deleted, after move in
Version 2.]

[Version 4 - This requirement deleted, after move in
Version 2.]

[Version 2 - This requirement deleted.]

[Version 4 - This requirement deleted, after move in
Version 2.]

[Version 4 - This requirement deleted, after move in
Version 2.]

3-10



08 Reporting
03.08.01

03.08.02

03.08.03

03.08.04

03.08.05-
03.08.08

03.08.09

03.08.10

03.08.11

03.08.12-
03.08.15

03.08.16

3 — PROPERTY, PLANT AND EQUIPMENT
Functional Requirements

An entity's capitalization threshold(s) should be
disclosed in its financial statements.

[Version 2 - This requirement deleted.]

An entity should disclose in its financial statements the
following for general PP&E: the cost, associated
accumulated depreciation, and book value by major
class; the estimated useful lives for each major class;
the method(s) of depreciation for each major class;
capitalization threshold(s) including any changes in
threshold(s) during the period; and restrictions on the
use or convertibility of general PP&E.

An entity shall disclose in its financial statements
(Statement of Net Cost) the periodic cost of acquiring,
constructing, improving, reconstructing, or renovating
National Defense PP&E.

[Version 2 - These requirements deleted.]

An entity shall disclose the cost of acquiring,
constructing, improving, reconstructing, or renovating
heritage assets as "Cost of Heritage Assets" in the
Statement of Net Cost (including all costs incurred to
bring the PP&E to its current condition and location).

The cost of heritage assets transferred from another
Federal entity shall be the book value of the asset
recorded on the transferring entity's books. An entity
that receives heritage assets, by transfer from another
Federal entity where the book value of the assets is not
known, or through donation, shall disclose the market
value, if known and material, in the notes to the
Statement of Net Costs.

An entity that receives heritage assets by transfer from
another Federal entity or through donation, where the
value cannot be estimated, shall disclose in the notes to
the Statement of Net Costs, information regarding the
quantities and types of assets received.

[Version 2 - These requirements deleted.]
An entity shall disclose the cost of acquiring stewardship
land as "Cost of Stewardship Assets" in the Statement

of Net Cost (including all costs incurred to bring the land
to its current condition).
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03.08.17

03.08.18

03.08.19

03.08.20

03.08.21

03.08.22

03.08.23

03.08.24

03.08.25

3 — PROPERTY, PLANT AND EQUIPMENT
Functional Requirements

The cost of stewardship land transferred from another
Federal entity shall be the book value of the asset
recorded on the transferring entity's books.

An entity that receives stewardship land by transfer from
another Federal entity where the book value of the
assets is not known, or through donation, shall disclose
the market value, if known and material, in the notes to
the Statement of Net Costs.

An entity that receives stewardship land by transfer from
another Federal entity or through donation, where the
value cannot be estimated, shall disclose in the notes to
the Statement of Net Cost, information regarding the
quantities and types of assets received.

[Version 2 - These requirements deleted.]
[Version 2 - These requirements deleted.]

An entity shall present in its Statement of Net Cost a line
item for deferred maintenance amounts with a note
reference in lieu of a dollar amount. No amounts shall
be recognized for deferred maintenance.

An entity that discloses amounts for deferred
maintenance may measure the amounts using condition
assessment surveys or lifecycle forecasts.

At a minimum, an entity must present in its financial
statements, for all categories of PP&E (general PP&E,
National Defense PP&E, heritage assets, and
stewardship land): (1) the identification of each major
class of asset, as determined by the entity, for which
maintenance has been deferred, and (2) the method of
measuring deferred maintenance for each major class of
PP&E.

If an entity uses the condition assessment survey
method of measuring deferred maintenance, it should
present in its financial statements the following for each
major class of PP&E: (1) a description of requirements
or standards for acceptable operating conditions, (2) any
changes in the condition requirements or standards, and
(3) the asset condition and the range estimate of the
dollar amount of maintenance needed to return it to its
acceptable operating condition.
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03.08.26

03.08.27

03.08.28

03.08.29

03.08.30

03.08.31

03.08.32

03.08.33

3 — PROPERTY, PLANT AND EQUIPMENT
Functional Requirements

An entity that uses the total life cycle cost method of
measuring deferred maintenance should present in its
financial statements the following for each major class of
PP&E: (1) the original date of the maintenance forecast
and an explanation for any changes to the forecast, (2)
the prior year balance of the cumulative deferred
maintenance amount, (3) the dollar amount of
maintenance that was defined by the professionals who
designed, built or managed the PP&E, (4) the amount of
maintenance actually performed during the period, (5)
the difference between the forecast and actual
maintenance,(6) any adjustments to the scheduled
amounts deemed necessary by the managers of the
PP&E, and (7) the ending cumulative balance for the
reporting period for each class of the asset experiencing
deferred maintenance.

If an entity elects to disclose in its financial statements
critical and non-critical amounts of deferred
maintenance for PP&E, then the disclosure shall include
management's definition of these categories.

An entity shall disclose in its financial statements the
sources (laws and regulations) for cleanup
requirements.

An entity must disclose in its financial statements the
method for assigning estimated total cleanup costs to
current operating periods.

An entity shall disclose in its financial statements the
unrecognized portion of estimated cleanup costs
associated with general PP&E.

An entity must disclose in its financial statements
material changes in total estimated cleanup costs due to
changes in laws, technology, or plans.

An entity shall disclose in its financial statements the
portion of the change in estimated cleanup costs that
relates to prior period operations.

An entity shall disclose in its financial statements the
nature of clean-up estimates and other related
information regarding possible changes in estimates due
to inflation, deflation, technology, or applicable laws and
regulations.
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03.08.34

03.08.35

03.08.36

03.08.37

03.08.38

03.08.39-
03.08.44

3 — PROPERTY, PLANT AND EQUIPMENT
Functional Requirements

An entity must report National Defense PP&E as
required supplementary stewardship information
accompanying its financial statements. Reporting at the
entity level for National Defense PP&E must be more
specific than the Government level. At a minimum, the
following information must be reported: (1) a description
of the major types of mission PP&E by holding entity
and the value assigned under the valuation method. (2)
The value of National Defense PP&E added and
withdrawn during the year, the increase or the decrease
in the value resulting from revaluation of assets to latest
acquisition cost, and the end-of-year value for each
major type of property using the entity's valuation
method. (3) A description of methods of acquisition and
withdrawal, (4) the condition of the assets. This should
be reported at the major program or category level;
individual transactions, unless significant, need not be
reported. and (5) a reference to the applicable note to
the financial statements if deferred maintenance is
reported for the assets.

An entity shall report National Defense PP&E using
either the total cost or the latest acquisition cost method.

An entity shall show no asset amounts on its balance
sheet for National Defense PP&E.

An entity shall show no assets on its balance sheet for
stewardship land.

At a minimum, an entity shall report the following
information in its financial statements regarding
stewardship land: (1) the number of physical units of
stewardship land by category of major use, broken down
within that category by principal holding agency, (2) the
predominant use of the land shall be considered the
major use. Examples of a major use of stewardship
land include forests and wildlife, grazing, parks,
recreation, and historic sites. In case where land has
multiple uses, none of which is predominant, a
description of the multiple uses shall be presented, (3)
acquisitions, withdrawals, and ending balances by major
categories of use, with methods of acquisition and
withdrawal identified. Reporting shall be at a major
category level; individual transactions, unless significant,
need not be reported, (4) the condition of the land, and
(5) a reference to the note in the financial statements if
deferred maintenance is reported for the land.

[Version 2 - These requirements deleted.]
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03.08.45

03.08.46

3 — PROPERTY, PLANT AND EQUIPMENT
Functional Requirements

Using the same basis of accounting as used for financial
statement purposes the property system must be able to
measure the following: - Nonfederal Physical Property
Investments, and - Research and Development
Investments.

The property system must recognize and report cash

grants related to nonfederal physical property programs
as expenses in arriving at the net cost of operations.
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3 — PROPERTY, PLANT AND EQUIPMENT
Value Added

Property, Plant and Equipment — Value Added Requirements

Req ID REQUIREMENTS SOURCE(S)

03.03.07VvV The property system should calculate and allocate interest expense for JFMIP SR-00-4, 19
lease payments and apply the balance to reduce capital lease liability.

03.03.08V The property system should identify the type of cost recorded (e.g. JFMIP SR-00-4, 19
acquisition cost, estimated fair market value, revaluation, present
value).

03.03.09V The property system should capture the acquisition cost of individual JEMIP SR-00-4, 19
items acquired through bulk purchase, when required by agency

policy.
03.04.26V The property system should calculate depreciation on asset pools. JFEMIP SR-00-4, 19
03.05.08Vv The property system should capture the estimated cost to demolish JEMIP SR-00-4, 19

property, or otherwise dispose of property.

03.06.15V The property system should provide the capability to forecast or JFMIP SR-00-4, 19
schedule maintenance requirements for future periods.

3-16



4 - INVENTORY, OPERATING MATERIALS AND SUPPLIES, STOCKPILE MATERIALS
Introduction

CHAPTER 4

Inventory, Operating Materials and Supplies, Stockpile Materials

The Department of Defense is the largest holder of inventory assets in the Federal government, owning
and controlling such assets with net values exceeding $125 billion. The magnitude of the Department’s
inventory holdings and their significance to financial management and program operations require stringent
systems of accountability and control. Inventory systems must be an integral part of DoD’s total financial
management system. JFMIP publishes inventory system requirements in FFMSR-7.

In addition to systems requirements promulgated by JFMIP, OMB has published specific accounting
requirements for inventories and related assets in SFFAS-3, “Accounting for Inventory and Related Property.”
SFFAS-3 stipulates that inventories be accounted for at historical cost or methods which approximate historical
costs. The Department has selected the moving average cost method for valuing its inventory and related
materials. Components may request policy exceptions per the Director for Accounting Policy (ODCFO-AP).



4 - INVENTORY, OPERATING MATERIALS AND SUPPLIES, STOCKPILE MATERIALS

Functional Requirements

INVENTORY (INCLUDING OPERATING MATERIALS AND SUPPLIES, AND

STOCKPILE MATERIALYS)

Functional Requirements

Inventory Recognition and Valuation
Determining Inventory Needs

Inventory in Storage

Inventory Undergoing Repair or in Production
Inventory Disposition

Inventory Program Planning and Monitoring
Operating Materials and Supplies

Stockpile Materials

Reporting

CoNoA~®WNE

Reg.ID VA AT REQUIREMENTS

01 Inventory Recognition and Valuation

04.01.01 C The system must categorize inventory, as defined in
SFFAS 3, Paragraph 18, as (1) inventory held for sale, (2)
excess, obsolete, or unserviceable inventory, or (3)
inventory held for repair.

04.01.02 C The system must record inventory when title passes or
when the goods are delivered to the purchasing entity,
whichever comes first.

04.01.03 C The system must recognize expenses related to the sale of
inventory or its use in the provision of a service. It must
also remove the cost of those goods from inventory.

04.01.04 C The system must maintain separate accounts to identify
transactions that result in inventory gains, losses, and
adjustments.

04.01.05 C The system must value inventory using the moving average

cost (MAC) or other OUSD(C) Accounting Policy approved
method. (This guidance has been modified to incorporate
the changes addressed in the OUSD(C) MEMORANDUM,
Jul 6 2001, Subject: Approved Valuation Method for
Inventory Held for Sale and Operating Materials and
Supplies).

04.01.06 C When using historical cost, the system must include all
appropriate purchase, transportation, and production costs
incurred to bring the items to their current condition and
location, if these costs are material. This requirement does
not apply to immaterial amounts.

SOURCE(S)

SFFAS-3, 18;
FFMSR-7,
22;"DoDFMR,"
Volume 6B,
Chapter 10, 10-64

SFFAS-3, 19;
"DoDFMR,"
Volume 11B,
Chapter 55, G.2

SFFAS-3, 19;
"DoDFMR,"
Volume 11B,
Chapter 55, 55-8,
G.2

"DoDFMR,"
Volume 11B,
Chapter 55-4, E.4

SFFAS-3, 20;
"DoDFMR,"
Volume 11B,
Chapter 55, 55-7,
G.1 (undergoing
substantial revision)

SFFAS-3, 21
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04.01.07

04.01.08

04.01.09

04.01.10

04.01.11-
04.01.14

04.01.15

04.01.16

04.01.17

Functional Requirements

The system must charge any abnormal costs, such as
excessive handling or rework costs, to operations of the
period.

When using historical cost, the system must value donated
inventory at its fair market value at the time of donation.

The system must value inventory acquired through
exchange of non-monetary assets (e.g., barter) at the fair
market value of the asset received at the time of the
exchange. It must record as a gain or loss any difference
between the recorded amount of the asset surrendered and
the fair market value of the asset received.

The system must apply the moving average cost flow
assumptions or other OUSD(C) Accounting Policy
approved method in arriving at the historical cost of ending
inventory and cost of goods sold. (This guidance has been
modified to incorporate the changes addressed in the
OUSD(C) MEMORANDUM, Jul 6 2001, Subject: Approved
Valuation Method for Inventory Held for Sale and Operating
Materials and Supplies).

[Version 4 - These requirements deleted.]

The system may value inventories at expected net
realizable value if there is (1) an inability to determine
approximate costs, (2) immediate marketability at quoted
prices, and (3) unit interchangeability.

[Version 4 - This requirement deleted.]

The system must record any subsequent adjustments to
the net realizable value of excess, obsolete, and
unserviceable inventory, or any loss (or gain) upon
disposal, as a loss (or gain). The system must record
excess, obsolete, and unserviceable inventory at its
expected net realizable value. The system must record the
difference between the carrying amount of the inventory
before identification as excess, obsolete or unserviceable
and its expected net realizable value as a loss (or gain) and
the difference should be either separately reported or
disclosed on the financial statements.

02 Determining Inventory Needs

04.02.01

04.02.02

The system must record customer demand and
replenishment lead time data for a period of years, analyze
it for anomalies, and compute demand and lead time
forecasts on a regular, frequent schedule.

The system must compute and routinely update the
ordering cost of each inventory item, which might include:
(1) reviewing the stock position, (2) preparing the purchase
request, (3) selecting the supplier, receiving, inspecting,
and placing the material in storage, and (4) paying the
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SFFAS-3, 21

SFFAS-3, 21

SFFAS-3, 21

"DoDFMR,"
Volume 11B,
Chapter 55, 55-7,
G.1,

SFFAS-3, 26;
FFMSR-7, 13

SFFAS-3, 30

FFMSR-7, 18

FFMSR-7, 18
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04.02.03

04.02.04

04.02.05

04.02.06

04.02.07

04.02.08

04.02.09

04.02.10

04.02.11

04.02.12

04.02.13

04.02.14

04.02.15

04.02.16

Functional Requirements

vendor.

The system must estimate and routinely update the per unit
inventory holding cost, which is an estimate of the cost to
hold each additional unit of inventory.

The system must recompute the Economic Order Quantity
(EOQ) on a regular, frequent schedule using the demand
forecast, ordering cost, inventory holding cost, and unit cost
of the material.

The system must recompute the safety stock, if any, on a
regular and frequent schedule.

The system must recompute the reorder point level on a
regular and frequent schedule.

The system must determine if replenishment is needed on
a regular and frequent schedule, basing the determination
on net stock and reorder point (care should be taken to
review current stock lists to ensure that obsolete item
numbers are removed from the ordering system and
replaced with current item numbers). New or improved
items should also be entered into the system on a regular
basis.

The system must provide information on current inventories
and historical usage necessary for capacity planning.

The system must support the incorporation of component
availability and anticipated lead times for delivering orders
into a master production schedule.

The system must record and send special orders, orders for
services or goods to  be manufactured to specification, and
other similar orders in order to determine inventory needs.

The system must support predefined inspection plans and
quality standards.

The system must be consistent with the Core Financial
System in how it supports budget execution and funds
control.

The system must support the budgeting of resources for
inventories by considering (1) projected customer orders
based on historical customer activity, and (2) management
decisions projecting future inventory needs.

The system must identify available funds by inventory
commodity.

The system must distinguish available funds for items that
are slow moving and are carried in the inventory for more
than one accounting cycle.

The system must be able to access the Core Financial
System to ensure that funds are available prior to the
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FFMSR-7, 18

FFMSR-7, 19

FFMSR-7, 19

FFMSR-7, 19

FFMSR-7, 19

FFMSR-7, 19

FFMSR-7, 19

FFMSR-7, 29

FFMSR-7, 19

FFMSR-7, 19

FFMSR-7, 20

FFMSR-7, 20

FFMSR-7, 20

FFMSR-7, 20
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Functional Requirements

approval of a request for acquisition of inventory items.

04.02.17 The system must provide for reducing or terminating
acquisitions when funds are limited or not available for new
buys.

04.02.18 The system must identify funds utilized and rates of fund
utilization by inventory commodity.

04.02.19 The system must control the availability of funds by
inventory commodity.

04.02.20 The system must calculate fund usage and project the date
on which funds will be exhausted at the current rate of
usage.

04.02.21 C The system must provide at least the following types of

management information to determine inventory needs:
demand, procurement lead time, procurement cycle,
budget/resource requirements, assets, available funds,
budgeted funds versus actual funds expended, and rates of
fund utilization.

04.02.22 A The system must establish overall production targets
necessary to fill customers' orders and meet operating
schedules.

03 Inventory in Storage

04.03.01 The inventory system must be integrated, at a minimum,
with the acquisition and Core Financial Systems to share
information on items ordered, received, in storage, and
sold, or otherwise disposed of.

04.03.02 The system must record information on material returned
by customers.

04.03.03 C The system must record information on receipts in sufficient
detail to allow the matching of receipt, purchase
order/contract, and invoice for payment purposes.
Examples of data to collect include item numbers,
quantities, units of measure, vendor, and purchase order
number.

04.03.04 The system must record the date of receipt to be used for
purposes of the Prompt Pay Act and to monitor the
timeliness of placing items into inventory. It will also be
used to monitor the age of inventory items.

04.03.05 The system must differentiate between partial receipts
against an undelivered order and full receipts.

04.03.06 C The system must be able to perform quantity and price
conversions between different units of measure. For
example, the item purchased may be cases (CS) and the
receiving activity unit of measure may be each (EA).

4-5

FFMSR-7, 20

FFMSR-7, 20

FFMSR-7, 20

FFMSR-7, 20

FFMSR-7, 20-21

FFMSR-7, 19
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FFMSR-7, 21
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04.03.07

04.03.08

04.03.09

04.03.10

04.03.11

04.03.12

04.03.13

04.03.14

04.03.15

04.03.16

04.03.17

04.03.18

04.03.19

Functional Requirements

The system must identify transportation discrepancies (i.e.,
any discrepancy between the government or commercial
bill of lading received), and initiate the transportation
discrepancy report (e.g., SF 361) and follow-up.

The system must record the quantities and financial values
of all items-in-transit if the title to inventory items transfers
at the point of origin.

The system must record the acceptance or rejection of new
or returned items at their destination, the quantities of each
and update inventory on hand information.

The system must record the date of acceptance for
purposes of the Prompt Pay Act.

The system must provide information on items received and
accepted in order to support the payment management
function of the Core Financial System.

The system must be able to provide customer credit/refund
on items returned in accordance with the agency's return

policy.

The system must be able to identify shipping discrepancies
(e.g., SF364) as well as product quality deficiencies (e.g.,
SF 368) between the items received and the information
provided on shipping documents and purchase orders.

The system must identify the intended location of the item
and track its movement from the point of initial receipt to its
final destination.

The system must record identifiers, quantities, condition,
location, and other elements necessary to establish
physical control.

The system must classify inventory items by commodity
class to meet agency needs for management and control.

The system must distinguish between the unit cost of an
inventory item and its selling price.

The system must include all appropriate purchase,
transportation, and production costs in the cost of an item, if
material. Also, the system shall maintain sufficient line item
information to support the inventory valuation method used
in the program planning and monitoring function of
inventory management. This valuation will not necessarily
equal the financial statement valuation. But must be
reconcilable to the financial statement valuation.

The system must provide financial information in the

appropriate format, using the appropriate method, to other
financial management systems used by the agency.
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FFMSR-7, 22

FFMSR-7, 22

FFMSR-7, 22

FFMSR-7, 22

FFMSR-7, 22

FFMSR-7, 22;
"DoDFMR,"
Volume 11B,
Chapter 55, 55-6,
F5a/b

FFMSR-7, 22

FFMSR-7, 22

FFMSR-7, 22

FFMSR-7, 22

FFMSR-7, 22

FFMSR-7, 22

FFMSR-7, 22, 26
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04.03.20

04.03.21

04.03.22

04.03.23

04.03.24

04.03.25

04.03.26

04.03.27

04.03.28

04.03.29

04.03.30

04.03.31

Functional Requirements

The system must provide the information needed to support

the reconciliation between the inventory system's records
and other systems' records.

The system must provide support for physical verification of
inventory balances by location and type.

The system must record changes in physical condition,
quantities, etc., based on the results of physical inventory
verifications.

If the agency maintains perpetual inventory records the
system must provide for the matching of physical counts
with inventory quantity and financial records through cycle
counting or other inventory management techniques.

If the agency does not maintain perpetual inventory records
the system must provide for reconciliation using beginning
of period inventory balances, receipts, and dispositions up
to the cutoff point for the physical inventory.

The system must ensure the retention of records of physical

inventory counts until (1) the count is reconciled, (2) all
adjusting entries for the physical count are resolved and
entered into the financial records, and (3) the next physical
count is accomplished, reconciled, and entered into the
records.

The system must provide for identification of all errors
arising from reconciliation processes that apply to a time
period prior to the last inventory adjustment. The system
must correct these errors to include appropriate
adjustments to prior gains and losses.

The system must record changes in the location of an
inventory item, such as from one warehouse to another,
and any associated changes in the person or organization
responsible for stewardship of the item.

The system must record losses as a result of destroyed,
lost, or pilfered items. The system must also record the
value and quantities of items in transit.

The system must send the appropriate information to the
core financial and cost accounting systems to ensure that
they stay in balance with the inventory system when
financial adjustments are required as a result of a physical
verification.

The system must adjust inventory item costs for significant
differences between the amount recorded for the items
upon receipt and the invoiced amounts paid for the goods.

The system must generate financial transactions to record
the transfer of inventory between accounts such as from
inventory held for sale and excess, obsolete, and
unserviceable inventory, or between other accounts.
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FFMSR-7, 23

FFMSR-7, 23
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04.03.32 C
04.03.33 C
04.03.34 D
04.03.35

04.03.36

04.03.37 C
04.03.38 C

Functional Requirements

The system must value excess, obsolete, and
unserviceable inventory at expected net realizable value.
(This guidance is subject to modification; contact OUSD(C)
Accounting Policy at 703-697-3200.)

The system must record any subsequent adjustments to the

inventory's net realizable value upon disposal as a loss (or
gain).

[Version 4 - This requirement deleted.]

The system must compute the value of items on the
property records by multiplying quantities on hand or on
loan by the unit cost of the applicable item.

The system must record the value and quantity of items
shipped from contractors or vendors for which title has
passed to the government.

The system must record the value and quantity of items
shipped from the inventory organization, if it retains
accountability, to another organization until receipt by that
organization. Adjustments to inventory valuations must be
generated systemically to reflect net realizable value
instead of historical cost or moving average cost when
material is declared to be excess, obsolete, or
unserviceable, and transferred to the disposal process.
(This guidance has been modified to incorporate the

changes addressed in the OUSD(C) MEMORANDUM, Jul 6

2001, Subject: Approved Valuation Method for Inventory
Held for Sale and Operating Materials and Supplies).

The system must, at the least, provide some management
information about the following: unfilled orders,
discrepancies, acceptance and rejection summaries, days
supply, item expiration/shelf life, master inventory, cycle
count, inactive stock, and inventory accuracy.

04 Inventory Undergoing Repair or in Production

04.04.01 C
04.04.02 C
04.04.03 C

The system must be able to record the transfer of an
inventory item from its current status to the status of "in
repair” and record the change in the financial category.

The system must be able to account for inventory held for
repair using the allowance method or the direct method.

Contact OUSD(C) Accounting Policy for additional policy
guidance.

The system must identify the costs of repair activities.
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FFMSR-7, 23;
"DoDFMR,"
Volume 11B,
Chapter 55, 55-
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FFMSR-7, 24

FFMSR-7, 24
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04.04.04

04.04.05

04.04.06

04.04.07

04.04.08

04.04.09

04.04.10

04.04.11

04.04.12

Functional Requirements

When using the allowance method, the system must value
inventory held for repair at the same value as a serviceable
item, but must also establish an allowance for repairs
contra-asset account (i.e. repair allowance). Contact
OUSD(C) Accounting Policy for additional policy guidance.

When using the allowance method, the system must record
the annual (or other period) credit(s) required to bring the
repair allowance to the current estimated cost of repairs.
They must be noted as current period operating expenses.
Contact OUSD(C) Accounting Policy for additional policy
guidance.

When using the allowance method, the system must charge
(debit) the cost of repairs, as they are made, to the
allowance for repairs account. Contact OUSD(C)
Accounting Policy for additional policy guidance.

When using the direct method, the system must value
inventory held for repair at the same value as a serviceable
item less the estimated repair costs. Contact OUSD(C)
Accounting Policy for additional policy guidance.

When using the direct method, and as repairs are actually
made, the system must capitalize as the cost of the repair
in the inventory account an amount up to the value of a
serviceable item. Contact OUSD(C) Accounting Policy for
additional policy guidance.

When using the direct method, the system must identify any
difference between the initial estimated repair cost and the
actual repair cost and either debit or credit that difference to
the repair expense account. Contact OUSD(C) Accounting
Policy for additional policy guidance.

When transitioning to a new repair accounting method, the
system must separately identify or estimate prior period
amounts for repair to avoid overstating repair expenses for
the first period that repair expense is accrued. The
estimated amount to repair inventory that is attributable to
prior periods shall be credited to the repair allowance under
the repair allowance method or to the inventory account
under the direct method, and reported as an adjustment to
equity.

[Version 3 - This requirement deleted.]
The system must record the transfer of an inventory item
from the status of "in repair" to its proper status and

location. The system must provide information to the core
financial system to record the change in financial category.

4-9

SFFAS-3, 32;
"DoD FMR"
Volume 11B,
Chapter 55
(undergoing
substantial revision)

DoD FMR Volume

11B, Chapter 55
(undergoing
substantial revision)

SFFAS-3, 32;
"DoD FMR"
Volume 11B,
Chapter 55

(undergoing
substantial revision)

SFFAS-3, 33;
"DoD FMR"
Volume 11B,
Chapter 55
(undergoing
substantial revision)

SFFAS-3, 33;
"DoD FMR"
Volume 11B,
Chapter 55

(undergoing
substantial revision)

SFFAS-3, 33,
"DoD FMR"
Volume 11B,
Chapter 55
(undergoing
substantial revision)

FFMSR-7, 25

FFMSR-7, 26



4 - INVENTORY, OPERATING MATERIALS AND SUPPLIES, STOCKPILE MATERIALS

04.04.13

04.04.14

04.04.15

04.04.16

04.04.17

04.04.18

04.04.19

04.04.20

04.04.21

04.04.22

04.04.23

04.04.24

Functional Requirements
[Version 3 - This requirement deleted.]

The system must support the establishment of orders to be
placed with a contractor or other government entity to
perform production work on items needed.

The system must project the production elements
necessary to complete the production cycle. These
production elements must reflect bills of material,
manufacturing requirements, and production time to
produce or repair products.

The system must be able to support cost accumulation by
work elements such as job order, activities, products, etc.,
and accept costs and other appropriate information from the
cost accounting system.

The system must track accumulated costs and include the
value of direct materials, direct labor, and overhead, where
applicable for work-in-process. Percentage of completion
information should be used to value work-in-process.

The system must record unit costs and the prices of
products and services.

The system must transfer work-in-process to finished goods
for inventory categorization and accounting purposes.

The system must identify the intended location of the item
and track its movement from the point of initial receipt to its
final destination.

The system must record identifiers, quantities, condition,
location, and other elements necessary to establish
physical control.

The system must classify inventory items by commodity
class or type to meet agency needs for management and
control.

The system must provide at least the following types of
management information regarding inventory-undergoing
repair or in production: repair status, production order, and
work-in-process tracking.

The system must transfer an item to the disposal process, if
the item is determined to be unserviceable.

05 Inventory Disposition

04.05.01

Upon sale or use of inventory in the provision of a service,
the system must record the related expense and remove
the cost of those goods from inventory.
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FFMSR-7, 26

FFMSR-7, 26
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04.05.02

04.05.03

04.05.04

04.05.05

04.05.06

04.05.07

04.05.08

04.05.09

04.05.10

04.05.11

04.05.12

04.05.13

04.05.14

Functional Requirements

The system must record changes in the location of the
inventory items and the associated changes in the person
or organization responsible for stewardship of the item.

The system must record the transfer of an inventory item
from the status of "on loan" to its proper status and location.

The system must adjust the value of items being returned in
worse condition or that are not returned at all. If the
financial category needs to be changed to "held for repair"
or "excess, obsolete, or unserviceable," the system must
generate the appropriate accounting and financial
transactions.

The system must verify that the customer order is received
from an eligible customer who is authorized to use the
system and order the items.

The system must record the fund citation provided by the
customer so that it may be included on hillings.

The system must ensure that inventory items issued are
limited to available funds provided by the customer.

If available funds are expected to be exceeded because of
price changes, the system must advise the customer of the
new price. The system must withhold performance and/or
shipment until the customer has provided the additional
funds required or has been given an opportunity to cancel
or reduce the order.

The system must establish and maintain customer records
if customers are billed or if tracking of individual customer
data, business history, and preferences are important to the
program.

The system must record relevant information, such as
customer name, customer identification number, phone
number, multiple customer addresses (ship to, bill to), key
contracts, shipping restrictions, items and quantities
ordered, date received and shipping location.

If the customer is a federal agency, the system must record
the fund citation provided.

To support the customer order process, the system must,
when insufficient stock is available to fulfill the total
requirement, issue stock and back order the balance as
policy permits.

The system must determine and record the value of a
customer order.

The system must send a transaction to the Core Financial
System to record receipt of an unfilled customer order.
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04.05.15

04.05.16

04.05.17

04.05.18

04.05.19

04.05.20

04.05.21

04.05.22

04.05.23

04.05.24

04.05.25

04.05.26

04.05.27

04.05.28

Functional Requirements

If the customer is not a federal agency, the system must
record the budgetary resources only up to the amount of
cash received, unless otherwise authorized by statute.

If the customer is a federal agency, the system must record
the budgetary resources for the entire amount.

To support the customer order process, the system must, if
checks or cash are received with the customer order,
record it against the customer order and send the
information to the receipt management function of the Core
Financial System.

The system must prepare picking lists to be used in pulling
inventory items from storage and then reduce quantities on
hand by the number of items removed.

The system must provide information to customers on
shipments of material so that the customers may establish
financial controls, as applicable, over shipments in transit
from suppliers and to establish the point of title transfer.

The system must maintain records of items issued,
including quantities, shipment methods, dates, destinations,
etc., to assist in the resolution activities.

The system must compare customer order records to issue
records and flag any differences for follow-up.

The system must be able to determine the appropriate price
for a particular customer order using pricing models and
formulas.

The system must provide quality controls to ensure that all
appropriate costs have been provided to the pricing formula
for a particular customer order.

The system must develop the information necessary to
prepare an initial invoice for a customer that provides
adequate support for the prices charged.

The system must either prepare the initial invoice itself or
pass the necessary information to the Core Financial
System to prepare the invoice.

The system must provide the Core Financial System with
the data necessary to establish the receivable and support
subsequent administration of the receivables management
and collection processes.

The system must decrease the inventory account and
increase the cost of goods sold account by the value of the
inventory items sold.

The system must record revenue and the appropriate

offsetting account at the amount for which the inventory
items are sold.
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04.05.29

04.05.30

04.05.31

04.05.32

04.05.33

04.05.34

04.05.35

Functional Requirements

The system must record the value of items issued from
storage or shipped to customers when the title does not
pass to the customer until a subsequent event occurs.

The system must decrease the quantity of the inventory
items on hand by the number of items sent to the disposal
organization.

The system must record confirmation of receipt of items by
the disposal organization.

The system must record asset transfers and/or losses as
appropriate, and in accordance with SFFAS Number 3, for
items designated as excess, obsolete, or unserviceable,
including items: (1) transferred to other federal agencies
under mandated federal utilization programs, (2) sold as
scrap, or (3) donated to state and local governments under
mandated federal donation programs.

The system must be able to transfer balances between
financial categories; for example, from "inventory held for
sale" to "excess, obsolete, and unserviceable inventory."

The system must account for the proceeds resulting from
disposition of inventory items as scrap.

The system must provide at least the following types of
management information regarding the disposition of
inventory: accountability of loaned items, stock availability,
customer orders, inventory turnover, stock usage, losses,
and disposals.

06 Inventory Program Planning and Monitoring

04.06.01

04.06.02

04.06.03

04.06.04

04.06.05

04.06.06

04.06.07

The system must establish price computation models or
formulas to be used in calculating customer's bills.

The system must provide methods to support pricing by
groupings or commodities.

The system must identify separate methods of pricing, as
needed, based on statutory authority or other agency

policy.

The system must provide quality controls over input data to
the pricing model to ensure that all appropriate costs are
included and accurate.

The system must establish methods or formulas to be used
in valuing and accounting for inventory based on cost.

The system must establish appropriate cost methods that
apply to the various types of inventories held by an agency.

The system must be able to maintain the net realizable
value of inventory items.
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FFMSR-7, 30

FFMSR-7, 30

FFMSR-7, 30

FFMSR-7, 30

FFMSR-7, 30

FFMSR-7, 43

FFMSR-7, 31

FFMSR-7, 31

FFMSR-7, 31

FFMSR-7, 31

FFMSR-7, 31

FFMSR-7, 32



4 - INVENTORY, OPERATING MATERIALS AND SUPPLIES, STOCKPILE MATERIALS

04.06.08

04.06.09

04.06.10

04.06.11

04.06.12

04.06.13

04.06.14

04.06.15

04.06.16

04.06.17

04.06.18

04.06.19

04.06.20

Functional Requirements

The system must establish methods or formulas to be used
in valuing and accounting for inventory in the process of
production based on cost.

The system must establish appropriate cost methods that
apply to the various types of inventories involved in the
production process.

The system must establish methods to capture and
accumulate costs for work-in-process that account for repair
or manufacturing performed by an independent third party
such as contractors or other government activities.

The system must allow for work-in-process to be based on
documented cost incurred.

When the standard cost method is being used to record
costs for work-in-process, the system must be able to
record standard costs and actual costs for each inventory
item, in order to support usage and cost variance analysis.

The system must develop standard costs that will include
anticipated amounts of material, labor, overhead, and other
relevant cost factors.

The system must track actual and standard cost variances
for materials, labor, and overhead when a standard cost
method is used.

The system must establish exception thresholds; perform
cost analysis, and monitor trends and variances.

The system must record reasons for significant deviations
between standard and actual costs.

The system must be able to support adjustments of rates
and dispositions of variances by performing periodic
allocations.

The system must match costs and revenues within the time
periods in which they were incurred or realized to provide
for the identification of gains or losses from sales.

The system must support analysis of operations on an
annual basis to determine if revenues are sufficient to cover
the costs of the entire inventory program.

The system must provide sufficient transaction audit trails

to support the balances of inventory shown on the agency's
general ledger, as well as any changes in those balances.
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04.06.21

04.06.22

Functional Requirements

The system must maintain the supporting documentation
for inventory transactions until audited for accuracy and
approved by external financial auditors, for a period of not
less than 3 years. Retention may be longer when (1)
required by regulations, (2) there is a possibility of legal
action involving the inventories, or (3) contract terms or
modifications require longer retention.

The system must provide at least the following types of
management information regarding inventory program
planning and monitoring: costs per dollar of sales,
operations costs, and performance measures.

07 Operating Materials and Supplies

04.07.01 C
04.07.02 C
04.07.03 C
04.07.04 C
04.07.05 C
04.07.06

The system must categorize operating materials and
supplies, as defined in SFFAS 3, Paragraph 37, as (1)
operating materials and supplies held for use, (2) excess,
obsolete, and unserviceable operating materials and
supplies, or (3) operating materials and supplies held for
repair.

The system must apply the consumption method of
accounting when recognizing expenses for operating
materials and supplies. Operating materials and supplies
shall be recorded and reported as assets when produced or
purchased.

The system must remove the cost of goods from operating
materials and supplies and report them as an operating
expense in the period they are issued to an end user for
consumption in normal operations.

The system may apply the purchases method to operating
materials and supplies if (1) they are not significant
amounts, (2) they are in the hands of the end user for use
in normal operations, or (3) it is not cost-beneficial to apply
the consumption method of accounting. The purchases
method requires that operating materials and supplies be
expensed when purchased.

The system must value operating materials and supplies on
the basis of historical cost as further defined in requirement
04.07.09, which shall include all appropriate purchase and
production costs incurred to bring the items to their current
condition and location. This requirement does not apply to
immaterial amounts.

The system must charge any abnormal costs, such as
excessive handling or rework costs, to operations of the
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04.07.07
04.07.08
04.07.09 C
04.07.10 D
04.07.11 D
04.07.12 C
04.07.13
04.07.14 C

08 Stockpile Materials
04.08.01

period.

The system must value donated operating materials and
supplies at their fair market value at the time of donation.

The system must value operating materials and supplies
acquired through exchange of nhon-monetary assets at the
fair market value of the asset received at the time of the
exchange and record as a gain or loss any difference
between the recorded amount of the asset surrendered and
the fair market value of the asset received..

The system may apply the moving average cost flow
assumptions or other OUSD(C) Accounting Policy
approved method in arriving at the historical cost of ending
operating materials and supplies and cost of goods
consumed. (This guidance has been modified to
incorporate the changes addressed in the OUSD(C)
MEMORANDUM, Jul 6 2001, Subject: Approved Method for
Inventory Held for Sale and Operating Materials and

Supplies.)

[Version 4 - This requirement deleted.]
[Version 4 - This requirement deleted.]

The system must value excess, obsolete, and
unserviceable operating materials and supplies at their
estimated net realizable value. (Subject to modification,
contact OUSD(C) Accounting Policy at 703-697-3200).

The system must record as a loss (or gain) the difference
between the carrying amount of the operating materials and
supplies before identification as excess, obsolete, or
unserviceable and their estimated net realizable value; and
then either report it separately or disclose it in the financial

statements.

The system must record any subsequent adjustments to
the estimated net realizable value of excess, obsolete, and
unserviceable operating materials and supplies upon

Functional Requirements

disposal as a loss (or gain).

The system must apply the consumption method of
accounting for the recognition of expense for stockpile
materials. These materials are recorded as assets and
reported when produced or purchased.
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04.08.02

04.08.03

04.08.04
04.08.05

04.08.06

04.08.07

04.08.08

04.08.09

04.08.10

04.08.11

04.08.12

09 Reporting
04.09.01

Functional Requirements

The system must remove the cost of stockpile materials
from stockpile materials and report it as an operating
expense when issued for use or sale.

The system must value stockpile materials, except for war
reserve materials, on the basis of historical cost, which
shall include all appropriate purchase, transportation and
production costs incurred to bring the items to their current
condition and location. This requirement does not apply to
immaterial amounts.

[Version 4 - This requirement deleted.]
[Version 4 - This requirement deleted.]

The system must charge any abnormal costs, such as
excessive handling or rework costs, to operations of the
period.

The system may apply the moving average cost flow
assumptions, or other OUSD(C) Accounting Policy
approved method, in arriving at the historical cost of
stockpile materials. (See OUSD(C) Memorandum
"Approved Method for Inventory Held for Sale and
Operating Materials and Supplies" dated July 6, 2001.)

The system must reduce the carrying amount of materials
to the expected net realizable value for those materials that
have suffered (1) a permanent decline in value to an
amount less than their cost, or (2) damage or decay. The
decline in value shall be recorded as a loss or an expense
in the period in which it occurs.

When stockpile materials are authorized for sale, the
system must disclose those materials as stockpile materials
held for sale.

The system must value the stockpile materials held for sale
using the same basis used before they were authorized for
sale.

The system must record/maintain any difference between
the carrying amounts of the stockpile materials held for sale
and their estimated selling price.

When stockpile materials are sold, the system must remove
the cost of stockpile materials from the stockpile materials
account and report it as cost of goods sold. Any gain (or
loss) upon disposal shall be recorded as a gain (or loss) at
that time.

An entity must disclose in its financial statements the
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04.09.02

Functional Requirements
general composition of inventory.
An entity must disclose in its financial statements the basis  SFFAS-3, 35

for determining inventory values, including the valuation
method and any cost flow assumptions.
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04.09.03

04.09.04

04.09.05

04.09.06

04.09.07

04.09.08

04.09.09

04.09.10

04.09.11

04.09.12

04.09.13

04.09.14

04.09.15

Functional Requirements

An entity must disclose in its financial statements changes
from the prior year's accounting methods, if any.

Unless otherwise presented on the financial statements an
entity must disclose in its financial statements the balances
for each of the following categories of inventory: inventory
held for current sale; excess, obsolete and unserviceable
inventory; and inventory held for repair, unless otherwise
presented in the financial statements.

An entity must disclose in its financial statements any
restrictions on the sale of material.

An entity must disclose in its financial statements the
decision criteria and its changes for identifying the category
to which inventory is assigned.

[Version 4 - This requirement deleted.]

The difference between the carrying amount of operating
materials and supplies before its identification as excess,
obsolete or unserviceable and its estimated net realizable
value shall be recognized as a loss/gain and either reported
separately or disclosed.

An entity shall develop and disclose in its financial
statements the criteria for identifying excess, obsolete, and
unserviceable operating materials and supplies.

An entity must disclose in its financial statements the
general composition of operating materials and supplies.

An entity must disclose in its financial statements the basis
for determining the values of operating supplies and
materials, including the valuation method and any cost flow
assumptions.

An entity should disclose in its financial statements any
changes from the prior year's accounting methods pertaining
to operating supplies and materials.

An entity must disclose in its financial statements the
balances for each of the categories of operating materials
and supplies described in SFFAS-3, paragraph 37 (held for
use; held for repair; and excess, obsolete, unserviceable).

An entity must disclose in its financial statements any
restrictions on the use of material.

An entity must disclose in its financial statements the

decision criteria and its changes for identifying the category
to which operating materials and supplies are assigned.
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Functional Requirements

04.09.16 An entity must disclose in its financial statements the SFFAS-3, 55
stockpile materials authorized for sale using the same
values used before they were authorized for sale.

04.09.17 C An entity must disclose in its financial statements any SFFAS-3, 55
difference between the carrying amount of stockpile
materials held for sale and their estimated selling price. An
entity must also remove the cost of materials from stockpile
materials and report the cost of stockpile material as cost of
goods sold when sold.

04.09.18 An entity must disclose in its financial statements the SFFAS-3, 56
general composition of stockpile materials.

04.09.19 An entity must disclose in its financial statements the basis SFFAS-3, 56
for valuing stockpile materials, including the valuation
method and any cost flow assumptions.

04.09.20 An entity must disclose in its financial statements the SFFAS-3, 56
changes from prior year's accounting methods, if any, for
stockpile materials.

04.09.21 An entity must disclose in its financial statements any SFFAS-3, 56
restrictions on the use of stockpile materials.

04.09.22 An entity must disclose in its financial statements the values SFFAS-3, 56
for the balances of stockpile materials in each category
described in SFFAS-3 (stockpile materials and stockpile
materials held for sale).

04.09.23 An entity must disclose in its financial statements the SFFAS-3, 56

decision criteria and its changes for categorizing stockpile
materials as held for sale.
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6 - MANAGERIAL COST ACCOUNTING
Introduction

CHAPTER 6

Managerial Cost Accounting

Reliable information on the cost of DoD programs, operations, and activities is crucial for effective
management of the Department. Managerial cost accounting is especially important for fulfilling the objective of
assessing an agency’s operating performance. Therefore, cost accounting should be a fundamental part of an
agency’s financial management system and, to the extent practicable, should be integrated with other parts of
the system. Cost accounting should use a basis of accounting, recognition, and measurement appropriate for
the intended purpose (such as costing of goods to be sold to other parties or costing the operations of a DoD
organization). Cost information developed for different purposes should be drawn from a common data source,
and output reports should be reconcilable to each other.

Cost accounting systems should be fully integrated with other agency systems in order to eliminate
unnecessary duplication of transaction entries and to share data elements without rekeying or reformatting. By
its nature, a cost accounting system requires more linkages with other agency systems than do most other
financial management systems. For example, a cost accounting system needs to accept financial and
nonfinancial (e.g., units) data from the core financial system, inventory system, payroll or labor distribution
system, property management system, and others. Such data includes but is not limited to labor costs, material
costs, depreciation, labor hours, exchange revenues, and number of items produced.

Cost accounting standards are published in SFFAS Number 4, Managerial Cost Accounting Concepts
and Standards for the Federal Government. In February 1998, JFMIP published Managerial Cost Accounting
System Requirements, which establishes specific functional requirements for cost accounting systems. In
addition, DoD has established cost accounting requirements and processes in its Financial Management
Regulation (DoD 7000.14-R).
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6 - MANAGERIAL COST ACCOUNTING
Functional Requirements

Managerial Cost Accounting

Functional Requirements

System Administration

Data Capture

Cost Assignment

Cost and Revenue Accumulation
Cost Monitoring/Reporting

Core Financial System Requirements

ogprwpE

Req. ID VA AT REQUIREMENTS SOURCE(S)

01 System Administration

06.01.01 The cost accounting system must support the information FFMSR-8, II-2
classification structure described in FFMSR-8, Chapter Il, and
use the data classification structure described there.

06.01.02 C The cost accounting system must be integrated with the FFMSR-8, IlI-2
entity's overall accounting system including accessing the
appropriate tables or data structures that define codes in other
systems rather than maintaining its own duplicate set of tables
or data structures.

06.01.03 D [Version 4 - This requirement deleted.]
06.01.04 The cost accounting system must allow authorized users to FFMSR-8, IlI-2

change data classification elements. The system should use
the data classification elements for editing and reporting

purposes.

06.01.05 [Version 3 - This requirement deleted.]

06.01.06 The cost accounting system must maintain rules for assigning FFMSR-8, 111-2;
costs to cost objects. These rules must specify cost SFFAS-4, 120-

assignment method(s) used (direct tracing, cause-and-effect, 137
allocation, etc) for an object and identify how the method(s) is

applied.

06.01.07- D [Version 4 - This requirement deleted.]

06.01.08

06.01.09- [Version 3 - This requirement deleted.]

06.01.11

06.01.12 The cost accounting system must satisfy the "minimum SFFAS-4, 71
criteria", including responsibility segments; full costing; costing
methodology; performance measurement; reporting
frequency; standard general ledger; precision of information;
special situations; and documentation.

06.01.13 [Version 3 - This requirement deleted.]
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06.01.14 D

02 Data Capture

06.02.01 D
06.02.02 C
06.02.03
06.02.04
06.02.05
06.02.06-
06.02.08
06.02.09 \% C
06.02.10 C
06.02.11 C
06.02.12 C
06.02.13 C
06.02.14

6 - MANAGERIAL COST ACCOUNTING
Functional Requirements

[Version 4 - This requirement deleted.]

[Version 4 - This requirement deleted.]

The cost accounting system must capture or share with other
systems all data needed to determine the costs of outputs and
the total net cost of the entity's operations, and must include
appropriate disclosures of the components of net cost. The
data capture must also include information on units produced.

The cost accounting system must be capable of capturing
summary information on all costs and units from the Core
Financial System, as well as any other systems of original
entry for cost transactions.

The cost accounting system must allow for direct input of cost
information by authorized users, with an appropriate audit trail,
in order to capture costs that are not entered into any other
system.

For costs entered directly into the cost accounting system, it
must summarize and send them to the Core Financial System
for reporting to the general ledger.

[Version 2 - These requirements deleted.]

[This requirement is Value Added. See Value Added Section
for requirement description.]

The cost accounting system must include all direct costs that
can be specifically identified with an output, such as those
defined in SFFAS-4, paragraph 90.

The cost accounting system must include all indirect costs that
are jointly or commonly used to produce two or more types of
outputs but are not specifically identifiable with any of the
outputs, such as those defined in SFFAS-4, paragraph 91.

The cost accounting system must include the cost elements
presented in SFFAS-4, paragraphs 93 through 104.

The cost accounting system must incorporate the cost of
goods and services received from other entities (inter-entity
costs) in the entity's full cost of goods and services.

The "providing” entity's cost accounting system should
record/recognize the full cost of goods and services provided
to other entities regardless of whether full reimbursement is
received.
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06.02.15

06.02.16

06.02.17

06.02.18

06.02.19

06.02.20

06.02.21

06.02.22

06.02.23

06.02.24

06.02.25

06.02.26

6 - MANAGERIAL COST ACCOUNTING
Functional Requirements

The "receiving" entity's cost accounting system should
record/recognize the full cost of goods and services received
from other entities as an expense or an asset.

For non-reimbursed or partially reimbursed goods and
services for which the providing entity does not provide
complete cost information, the "receiving” entity should make
and record a reasonable estimate of the costs.

For material amounts, the "receiving" entity should recognize
as a financing source the difference between the full cost of
goods and services it receives from another entity and the
reimbursement it made for those goods and services.

The "providing" and "receiving" entities' cost accounting
systems shall recognize individual inter-entity costs in
accordance with SFFAS-4, 112.

The cost accounting system should accumulate costs for
responsibility segment(s) by type of resource (employees’
labor, materials, utilities, etc.).

The cost accounting system must draw information from the
same common data source as the financial accounting and
budgetary accounting systems.

[Version 4 - This requirement deleted.]

The cost accounting system must distinguish between funded
and unfunded costs (in order to implement cost-based
budgets).

The cost accounting system must include unallowable costs
(costs for which the entity cannot legally be reimbursed by a
customer) as a cost of operations.

The cost accounting system may use standard costs for
estimating, accumulating, and reporting the costs of direct
material and direct labor only when the four criteria in
"DoDFMR," Volume 04, Chapter 19, 190207A are met.

The cost accounting system shall group business unit general
and administrative expenses in a separate indirect cost pool to
be allocated to final cost outputs.

For allocating general and administrative expenses, items
produced or worked on for stock or product inventory must be
accounted for as final cost objectives as stipulated in
"DoDFMR," Volume 04, Chapter 19,190210G.
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06.02.27 C
06.02.28 C
06.02.29 D
06.02.30 D
06.02.31 C
06.02.32

06.02.33 C
06.02.34 C
06.02.35

06.02.36 D

03 Cost Assignment

06.03.01 D
06.03.02 C
06.03.03

6 - MANAGERIAL COST ACCOUNTING
Functional Requirements

The job order cost system must maintain or update all
subsidiary accounts necessary to satisfy the management's
information requirements. The job order cost system must be
subsidiary to the general accounting system.

The job order cost accounting system must use job order
numbers assigned by the appropriate cost accounting
department for each defined cost output (objective).

[Version 4 - This requirement deleted.]
[Version 4 - This requirement deleted.]

The job order cost system must accumulate unfounded costs
(such as military labor, unfounded civilian labor, unfounded
material, etc.) in accordance with "DoDFMR," Volume 04,
Chapter 20, 200311.

The job order cost system must account for all production
costs (for example direct labor, direct material, and overhead)
associated with producing a product/end item.

The process cost accounting must maintain or update all
subsidiary accounts necessary to satisfy the management
information requirements. The process cost accounting
system must be subsidiary to the general accounting system.

The process cost accounting system must clearly identify the
cost centers and products to be produced.

The process cost accounting system must utilize standard
costs, accumulate actual costs, and identify variances
between the two to allow for a managerial analysis of
efficiency and effectiveness.

[Version 4 - This requirement deleted.]

[Version 4 - This requirement deleted.]

The cost accounting system must support one or more costing
methodologies that comply with the principles in SFFAS-4.
Recommended methodologies are activity based costing, job
order costing, process costing and standard costing.

The cost accounting system must send the summarized

impact of cost assignments to the Core Financial System for
posting to the general ledger and for external reporting.

6-5

"DoDFMR,"
Volume 04,
Chapter 20,
200201; and
200308

"DoDFMR,"
Volume 04,
Chapter 20,
200302

"DoDFMR,"
Volume 04,
Chapter 20,
200311

"DoDFMR,"
Volume 04,
Chapter 20, 2004

"DoDFMR,"
Volume 04,
Chapter 21,
210201; and
210307

"DoDFMR,"
Volume 04,
Chapter 21,
210301

"DoDFMR,"
Volume 04,

Chapter 21,
210303

FFMSR-8, I1I-6

FFMSR-8, IlI-6



06.03.04

06.03.05

06.03.06

06.03.07

06.03.08

06.03.09

06.03.10

06.03.11

06.03.12

06.03.13

06.03.14

6 - MANAGERIAL COST ACCOUNTING
Functional Requirements

The cost accounting system must assign supporting
segments' costs to the responsibility segments that received
the goods and services (referred to as intra-entity cost
assignments).

The cost accounting system must assign the following costs to
a responsibility segment's outputs:(1) the segment's direct and

indirect costs, (2) other responsibility segments' costs
assigned to the segment, and (3) inter-entity costs for goods
and services received.

The cost accounting system must assign costs that can be
directly traced to an activity/output.

The cost accounting system must assign indirect common
costs to outputs or activities that share resources.

The cost accounting system should assign indirect common
costs to outputs or activities on a cause-and-effect basis, if
feasible, or through reasonable allocation.

The cost accounting system must allocate each type of cost
only once, and on only one basis, to any output or activity
(cost objective).

The cost accounting system must properly allocate costs
between accounting periods.

The cost accounting system must assign the cost of
compensated absences to the accounting period(s) in which
earned.

The cost accounting system shall allocate pro-rata, on an
annual basis, the cost of compensated absences to the
applicable outputs/activities of the entity.

The cost accounting system shall assign depreciation on
tangible assets to the cost accounting periods in accordance
with criteria stipulated in "DoDFMR," Volume 04, Chapter 19,
190209A.1-2. The assignment of depreciation cost will be
consistent with the methods used by the core accounting
system.

The cost accounting system shall allocate depreciation costs

to outputs/activities in accordance with criteria stipulated in
"DoDFMR," Volume 04, Chapter 19, 190209B,1-3.

6-6

SFFAS-4, 122

SFFAS-4, 123

SFFAS-4, 139

SFFAS-4, 140

SFFAS-4, 140

"DoDFMR,"
Volume 04,
Chapter 19,
190202A & B

"DoDFMR,"
Volume 04,
Chapter 19,
190206

"DoDFMR,"
Volume 04,
Chapter 19,
190208A

"DoDFMR,"
Volume 04,
Chapter 19,
190208B

"DoDFMR,"
Volume 04,
Chapter 19,
190209A

"DoDFMR,"
Volume 04,
Chapter 19,
190209B



06.03.15

06.03.16

06.03.17

06.03.18 C

06.03.19

06.03.20 C

06.03.21 C

06.03.22

6 - MANAGERIAL COST ACCOUNTING
Functional Requirements

The cost accounting system must allocate business unit
general and administrative expenses to outputs based on their
beneficial or causal relationship.

The cost accounting system must allocate business unit
general and administrative expenses for the accounting period
to final cost outputs by means of a cost input basis
representing the total activity of the unit.

The cost accounting system must have the capability to
allocate headquarters expenses to responsibility
segments/outputs in accordance with "DoDFMR," Volume 04,
Chapter 19, 190210D.1 & 2.

The cost accounting system must have the capability to
segregate headquarters function expenses for responsibility
segments that perform headquarters functions and operational
activities, and allocate those expenses to the benefiting or
causing segments.

The cost accounting system must assign the cost of deferred
compensation (except annual leave, sick leave and pension
costs) to the appropriate cost accounting period, as stipulated
in "DoDFMR," Volume 04, Chapter 19, 190215B, C & D.

The job order cost system must be able to update appropriate
general ledger control accounts, such as work in process,
construction in progress, cost of goods sold, etc.

The job order cost system must add unfunded cost financed
by other organizations or by prior appropriations to the shop
rate charges and billed to non-DoD ordering activities.

General and administrative expenses are to be accumulated
by the system in the activity's indirect cost accounts and
equitably charged to customers by prorating the expenses to
job orders.

04 Cost and Revenue Accumulation

06.04.01 C
06.04.02
06.04.03 C

The cost accounting system must send cost data to the
appropriate system to calculate exchange revenue for goods
or services made to order under a contract.

The cost accounting system must support the inventory
system or other property systems by accumulating costs from
multiple sources for inventory and related property that has
been acquired, is being repaired, or is in production.

The cost accounting system must provide accumulated costs,
including applicable indirect costs, to the inventory or other
property system(s) for recording as to appropriate asset,
expense or revenue type.

6-7

"DoDFMR,"
Volume 04,
Chapter 19,
190210A

"DoDFMR,"
Volume 04,
Chapter 19,
190210C

"DoDFMR,"
Volume 04,
Chapter 19,
190210D

"DoDFMR,"
Volume 04,
Chapter 19,
190210F

"DoDFMR,"
Volume 04,
Chapter 19,
190215B-D

DoDFMR,
Volume 04,
Chapter 20,
200202; and
200302

"DoDFMR,"
Volume 04,
Chapter 20,
200305B

"DoDFMR,"
Volume 04,
Chapter 20,
200309

SFFAS-7, 36(b)

FFMSR-8, IlI-7

FFMSR-8, I11I-8



06.04.04

06.04.05

06.04.06

06.04.07

06.04.08

06.04.09

06.04.10

06.04.11

06.04.12-
06.04.14
06.04.15
06.04.16 -
06.04.17
06.04.18

06.04.19

06.04.20

06.04.21

6 - MANAGERIAL COST ACCOUNTING
Functional Requirements

[Version 2 - This requirement deleted.]
[Version 4 - This requirement deleted.]

[Version 4 - This requirement deleted and requirement
combined with another FFMR.]

The cost accounting system must accumulate and maintain
current period full cost and the total cost for each construction
project and item of general property, plant and equipment
under construction.

For completed projects, the cost accounting system must
transfer construction in progress amounts to the appropriate
asset account and pass the information to the Core Financial
System and property management system(s) for asset
valuation purposes.

The cost accounting system must capture and classify costs of
acquiring, constructing, improving, and reconstructing or
renovating heritage assets, federal mission (including national
defense) PP&E, and stewardship land (including preparing it
for use) for reporting as expenses in the period incurred.

The cost accounting system must accumulate and maintain for
5 years costs that are related to stewardship assets (for
stewardship reporting purposes).

The job order cost system must calculate actual shop rates

from the same database used to prepare general ledger
control account entries.

[Version 4 - These requirements deleted.]

[Version 4 - This requirement deleted, in Version 3
requirement combine with 06.04.14.

[Version 4 - These requirements deleted.]

[Version 4 - This requirement deleted, after move to another
FFMR.]

The cost accounting system must accumulate costs in
agency-defined cost centers that are associated with agency-
defined performance measures.

The cost accounting system must accumulate numerically
valued agency-defined output information.

The cost accounting system must calculate the unit cost of
outputs.
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FFMSR-8, 111-8
FFMSR-8, 11I-8
FFMSR-8, 111-9;
SFFAS-8, 64&66;
SFFAS-6, 53;
SFFAS-6, 69;
SFFAS-8, 77&80;
SFFAS-6, 61
FFMSR-8, 111-9
"DoDFMR,"
Volume 04,
Chapter 20,
200305A
FFMSR-8, 11I-9
FFMSR-8, 111-9
FFMSR-8, 11I-10



6 - MANAGERIAL COST ACCOUNTING
Functional Requirements

05 Cost Monitoring/Reporting

06.05.01

06.05.02

06.05.03-
06.05.05

06.05.06

06.05.07

06.05.08

06.05.09

06.05.10

06.05.11

06.05.12

06.05.13

06.05.14

06.05.15

The cost accounting system must be able to provide cost data
needed to produce the Statement of Net Costs for the
agency's required financial statements.

The cost accounting system must be able to produce the data
needed for reporting on stewardship resources.

[Version 4 - These requirements deleted, after move to
another FFMR.]

The cost accounting system must produce unit cost reports by
output.

The cost accounting system must produce project, job order,
and work order reports showing costs for a project from its
inception up to the current date.

The cost accounting system must produce contract reports
showing the revenues and costs associated with each
contract. (i.e. customer orders).

The cost accounting system must provide to the reporting
system, general management and administrative cost that can
not be traced , assigned, or allocated to specific responsibility
segments or outputs, for reporting in the entity's financial
statement as costs not assigned to programs.

[Version 4 - This requirement deleted, after movement of
source references.]

Inter-entity expenses, assets and financing sources must be
eliminated for any consolidated financial statements covering
both receiving and providing entities. All inter-entity costs are
to be recognized based on the criteria in SFFAS-4, paragraph
112.

[Version 4 - This requirement deleted, after movement of
source references.]

The job order cost system must be able to produce required
cost reports (such as month-end reports).

The process cost accounting system must update the
appropriate general ledger control accounts Inventory Held for
Sale and the Work in Process (in-house) in accordance with
posting logic identified in Table 21-1 of "DoDFMR" Volume 04,
Chapter 21.

[Version 4 - This requirement deleted, after movement of
source references.]
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FFMSR-8, 111-9
FFMSR-8, 111-8
FFMSR-8, 111-10
FFMSR-8, 111-10
FFMSR-8, 111-10
SFFAS-4, 92
SFFAS-4, 109,
111 & 112
"DoDFMR,"
Volume 04,

Chapter 20, 2005

"DoDFMR,"
Volume 04,
Chapter 21,
210202



06.05.16

6 - MANAGERIAL COST ACCOUNTING
Functional Requirements

The process cost accounting system must produce required
cost reports (such as month-end reports).

06 Core Financial System Requirements

06.06.01

06.06.02

06.06.03

06.06.04

06.06.05

06.06.06

06.06.07

06.06.08

Cc

The system must have the capability to use the accrual basis
of accounting when recognizing costs and revenue. Cost
recognition will take place in the period of time when the
events occurred regardless of when ordered, received or paid
for. Similarly, must provide the capability to recognize
revenue when earned.

The system must have the capability to associate with the
appropriate cost objects, the reductions of balances such as
inventories, prepaid expenses and advance payments as the
balances are used or liquidated.

The system must have the capability to use the agency's
accounting classification elements to identify and establish
unigue cost objects (for the purpose of cost and revenue
capture, accumulation and reporting). Cost objects might
include: organizational units, programs, projects, activities,
targeted outputs, specific contracts, specific customers, work
orders, etc.

The system must have the capability to calculate prices, fees,
and user charges for reimbursable agreements and other
purposes using full cost, consistent with the guidance of OMB
Circular No. A-25 User Charges.

The system must have the capability to identify all costs
incurred by the agency in support of activities of revolving
funds, trust funds, or commercial functions, including the
applicable portions of any related salaries and expense
accounts identified with those activities.

The system must have the capability to track current cost
information against prior month and prior-year-to date cost
data for selected cost objects, and track progress against pre-
determined plans. In addition, the system must also
accumulate non-financial data relating to cost objects such as
output units to allow the calculation of both total and unit
costs. Finally, the system must transfer (and trace) cost data
directly to and from other cost systems/applications that
produce or allocate cost information.

The system must have the capability to distribute information
(such as income statements and status of funds reports) on
costs and revenue associated with cost objects.

The system must have the capability to distribute costs to

other cost objects regardless of how they were originally
assigned.
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"DoDFMR,"
Volume 04,
Chapter 21, 2104

JFMIP SR-02-01,
req. CMB-01

JFMIP SR-02-01,
req. CMB-02

JFMIP SR-02-01,
req. CMA-01

JFEMIP SR-02-01,
req. CMA-08

JFMIP SR-02-01,
req. CMA-05

JFMIP SR-02-01,
req.CMA-04,
CMA-06, and
CMA-07.

JFMIP SR-02-01,
req. CMC-01

JFMIP SR-02-01,
req. CMC-04



06.06.09

06.06.10

06.06.11

06.06.12

06.06.13

06.06.14

06.06.15

06.06.16

06.06.17

06.06.18

06.06.19

06.06.20-
06.06.23

6 - MANAGERIAL COST ACCOUNTING
Functional Requirements

The system must have the capability to provide an audit trail
that traces a transaction from its origin to the final cost
object(s).

[Version 4 - This requirement is deleted.]

The system must provide the capability to identify and record
costs incurred by each cost object, including input of costs
from feeder systems, such as inventory, travel, property
management (depreciation), or payroll.

The system must provide the capability to assign indirect costs
on a cause-and-effect basis, or allocate costs through any
reasonable and consistent basis such as a percentage of total
cost incurred, direct labor hours used, square footage, or
metered usage.

The system must provide the capability to perform multi-layer
overhead distributions that are user-defined (at least three
levels of distribution) using multiple rates, fixed amount and
other appropriate allocation methods.

The system must provide the capability to use historical
information to conduct variance and time-series analyses, and
to demonstrate the fairness and appropriateness of rates and
charges that are based on actual historical costs.

To support the revolving fund function, the Core Financial
System must provide the capability to use cost management
in revolving funds, including working capital programs.

The system must create and track the funding associated with
cost objects (e.g., contracts, work-orders, projects,
reimbursable agreements) and provide funding status on fiscal
year-to-date and project inception-to-date basis.

The system must support the aggregation of project cost and
funding information to a higher level, for example linking the

costs of a set of related projects for a particular customer on

one report.

The system must provide the capability to verify funds
availability for orders placed against a specific contract, work-
order or agreement for a particular customer of the revolving
fund operation.

The system must provide the capability to support funding of
revolving fund contracts, work-orders, and projects through
the use of advances, prepayments or reimbursements.

[Version 4 - These requirements deleted.]
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JFMIP SR-02-01,
req. CMC-05

JFMIP SR-02-01,
req. CMB-03

JFMIP SR-02-01,
req. CMB-04

JFMIP SR-02-01,
req. CMB-05

JFMIP SR-02-01,
req. CMC-03

JFMIP SR-02-01,
req. CMD-01

JFMIP SR-02-01,
req. CMD-03

JFMIP SR-02-01,
req. CMD-04

JFMIP SR-02-01,
req. CMD-05

JFMIP SR-02-01,
req. CMD-06



06.06.24

06.06.25

06.06.26

06.06.27

6 - MANAGERIAL COST ACCOUNTING
Functional Requirements

The system must provide the capability to allocate and
distribute the full cost and revenue of cost objects as defined
in SFFAS No. 4. Full cost includes: support costs provided by
other responsibility segments, both internal and external,
identifiable support costs provided by other Government
agencies such as pension and other retirement benefits;
unfunded costs such as accrued annual leave that accrue in
the current reporting period; depreciation expense; and,
amortization costs.

The system must provide the capability to allocate and
distribute the full cost of goods and services provided by one
Federal entity to another.

The system must provide the capability to provide consistent
information on financial, budget, and program matters in
different reports. For example, bills generated for customers
in the receivables system should match customer status
reports generated by the cost management system for the
same periods.

The system must provide the capability to allocate working

capital and revolving fund costs across organization and
program lines and generate appropriate journal entries.
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JFMIP SR-02-01,
req. CMA-02

JFEMIP SR-02-01,
req. CMA-03

JEMIP SR-02-01,
req. CMC-02

JFMIP SR-02-01,
req. CMD-02



6 - MANAGERIAL COST ACCOUNTING
Value Added

Managerial Cost Accounting —Value Added Requirement

REQ. ID REQUIREMENTS SOURCE(S)

06.02.09V The cost accounting system should accumulate and report the full cost of the  SFFAS-4, 89, 90,
output. (Full cost of an output includes the costs of resources consumed by 91; "DoDFMR,"
the responsibility segment that directly contribute to the output and the costs Volume 04,
of identifiable supporting services provided by other responsibility segments Chapter 19,
and by other entities.) 190101B

6-13



5 - REVENUE (INCLUDING FINANCING SOURCES) AND ACCOUNTS RECEIVABLE
Introduction

CHAPTER 5

Revenue (Including Financing Sources)

and Accounts Receivable

The Department of Defense, like most federal agencies, receives the vast majority of its operating funds
through appropriations authorized by the Congress. From the proprietary accounting perspective,
appropriations are accounted for as financing sources when used. Appropriations Used occurs when an entity
acquires goods and services or provides grants that are authorized to be paid out of those appropriations. The
Department annually uses over $200 billion of appropriated capital.

However, in addition to appropriations, DoD annually earns over $50 billion of revenues from providing
goods and services to the public and other governmental entities. DoD’s revenue arose as a result of exchange
transactions, i.e., the Department provided goods and services in exchange for monetary resources. In any
given year, DoD receives about $300 billion in revenues and financing sources (including interest earned, gains,
donations, and other miscellaneous inflows of resources).

Accounting and systems requirements for recognizing revenue and financing sources and establishing
and managing receivable/debts are primarily contained in JFMIP SR-99, SFFAS, reporting requirements of
Treasury FACTS | and FACTS II, and intergovernmental reconciliations and eliminations in accordance with
OMB Form and Content (OMB Bulletin 97-01, as amended) and the Department of Defense Financial
Management Regulation (“DoDFMR”), Volume 6B.

This version of this document contains items requiring DUNS numbers (05.02.08 in this chapter). Per
OUSD(C) Accounting Policy, this is “in advance of a recent request by OMB for comments on a proposed OMB
memorandum that establishes such a requirement for DUNS for intra-governmental payments. The OMB needs
to confer with the Department of the Treasury to develop clear and concise procedures for expanding payment
requirements that must be carried out by people other than disbursing office personnel. Although the
requirement for the DUNS takes the government closer to meeting its outsourcing/privatization goals, it places a
severe burden in terms of knowledge/qualification requirements for government personnel responsible for all
aspects of payment processing. The issue of intra-governmental payments involving both a payment and
collection process is at the core of the implementation dilemma.” Per OUSD(C) e-mail of 06SEP02, “The OMB
has agreed to allow the DoD to utilize the Department of Defense Activity Address Code (DoDAAC) instead of
Dun and Bradstreet's Data Universal Numbering System (DUNS) numbers to identify buying and selling
activities.” NOTE: A business may have more than one DUNS number, and the number(s) may change;

questions regarding this paragraph may be directed to the DFAS-DSMA at bluebook @dfas.mil

51



5 - REVENUE (INCLUDING FINANCING SOURCES) AND ACCOUNTS RECEIVABLE

Functional Requirements

Revenue (Including Financing Sour ces) and Accounts Receivable

Functional Requirements
1: Recognize Revenue (Including Financing Sources)
2: Establish Receivables, Maintain and Update Account Information
3: Generate Bills/Statements
4: Record Collections
5: Manage Delinquent Debt

6: Reporting
Reqg.ID VA AT REQUIREMENTS

01 Recognize Revenue (Including Financing Sources)
05.01.01 D [Version 4 - This requirement deleted.]

05.01.02 V C [This requirement is Value Added. See Value Added Section for
requirement description.]

05.01.03 The system must recognize revenue when services are
performed for the public or another government entity (except for
specific services produced to order under a contract).

05.01.04 When specific goods are made to order under a contract or
specific services are produced under a contract (either short or
long term), the system must recognize revenue in proportion to
the estimated total costs for the goods or services acquired to
fulfill the contract.

05.01.05 When goods are kept in inventory so that they are available to
customers when ordered, the system must recognize revenue
only when the goods are delivered to the customer.

05.01.06 When services are rendered continuously over time, or the right
to use an asset extends continuously over time (such as the use
of borrowed money or the rental of space in a building), the
system must recognize revenue in proportion to the passage of
time or the use of the asset.

05.01.07 When an asset other than inventory is sold, the system must
recognize any gain (or loss) when the asset is delivered to the
purchaser.

05.01.08 When advance fees or payments are received, such as for large-

scale, long-term projects, the system must recognize revenue
only after costs are incurred from providing the goods and
services (regardless of whether the fee or payment is
refundable).

5-2

SOURCE(S)

SFFAS-7, 36(a)

SFFAS-7, 36(b)

SFFAS-7, 36(c)

SFFAS-7, 36(d)

SFFAS-7, 36(e)

SFFAS-7, 37



5 - REVENUE (INCLUDING FINANCING SOURCES) AND ACCOUNTS RECEIVABLE

05.01.09

05.01.10

05.01.11

05.01.12

05.01.13

05.01.14

05.01.15

05.01.16

05.01.17

05.01.18

05.01.19

05.01.20

Functional Requirements

To the extent that realization of the full amount of revenue is not
probable due to returns, allowances, price predetermination, or
other reasons apart from credit losses, the system must reduce
recognized revenue by separate provisions (such as through the
use of a sales return account) for amounts that can be
reasonably estimated. The amount of such provisions must be
reflected as revenue adjustments, rather than cost of operations,
and must be separately shown.

The system must recognize revenue arising from donations.

Such inflows of resources must meet the recognition criteria for
assets. (Revenue must be measured at the estimated fair market
value of the contribution/donation.)

The system must recognize appropriations used as a financing
source. (Until used, appropriations are not a financing source but
are recognized as capital, and placed in a capital account.)

To the extent a government entity receives goods and services
from another government entity without reimbursing the other
entity for all related costs, the system must recognize an imputed
financing source equal to the imputed cost. This offsets any
effect of imputed cost on net results of operation for the period.

To the extent that a government entity incurs costs, such as
pension costs that are paid in total or in part by other entities the
system must recognize an imputed financing source equal to the
imputed costs.

When interest is received on money borrowed in an
intragovernmental transaction, the system must recognize the
interest as exchange revenue when the source of the borrowed
funds is predominantly exchange revenue. The system must
recognize the interest as non-exchange revenue when the source
of the borrowed funds is predominantly non-exchange revenue or
other financing source.

The system must recognize unearned revenue when cash is
received for advance fees or payments. The system must also
recognize unearned revenue prior to the receipt of cash if the
agency requests advances or progress payments, and such
requests establish claims to cash based on legal provisions (such
as payment due dates).

The system must recognize exchange revenue regardless of
whether the entity retains the revenue for its own use or transfers
it to other entities.

[This requirement is Value Added. See Value Added Section for
requirement description.]
[This requirement is Value Added. See Value Added Section for
requirement description.]
[This requirement is Value Added. See Value Added Section for
requirement description.]

[Version 4 - This requirement deleted.]
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SFFAS-7, 41

SFFAS-7, 62

SFFAS-7, 71-72

SFFAS-7, 73

SFFAS-7, 73

SFFAS-7, 36(d)

SFFAS-7, 37

SFFAS-7, 43



05.01.21

A

Functional Requirements

The system should recognize exchange revenue in determining
the net cost of operations of the reporting entity during the period.

02 Establish Receivables, Maintain and Update Account Information

05.02.01

05.02.02

05.02.03

05.02.04

05.02.05

05.02.06

05.02.07

05.02.08

05.02.09

05.02.10

05.02.11

D

D

[Version 4 - This requirement deleted.]
[Version 4 - This requirement deleted.]

The system must provide the capability to record the
establishment of receivables along with the corresponding
revenues, expense reductions, or other offsets.

The system must provide the capability to automatically establish
receivables to be paid under installment plans, including plans for
which payments have been rescheduled. The system must also
provide the capability to generate flexible repayment schedules for
delinquent indebtedness.

The system must have the capability to accept transactions that
generate receivables from other systems in a standard format for
entry into the Core Financial System

The system must provide the capability to maintain accounts for
reimbursable orders and identify government and non-government
accounts that are designated as advance funding.

The system must provide the capability to maintain data for
receivables referred to other Federal agencies and outside
organizations for collections.

The system must provide the capability to maintain customer
information to support receivable management processes. This
includes, at a minimum: customer name, customer ID number,
customer type (federal agency, state/local government,
commercial entity, individual, employee), taxpayer identification
number (TIN), customer address, contact names, contact
telephone number, federal vs. non-federal indicator, six-digit
trading partner codes, ALC number (for Federal customers),
Internal Revenue Service (IRS) 1099 indicator, comment field,
date of last update, user ID of last update, and DUNS number.

The system must provide the capability to update each customer
account when billing documents are generated, collections are
received, interest, penalty or administrative fees are applied, and
when amounts are written-off or offset.

The system must provide the capability to automatically calculate
interest charges using the appropriate Treasury Late Payment
Charge rate and user-defined criteria (e.g., customer, customer
type). In addition, the system must provide the capability to
automatically generate a separate line item for interest charges on
the customer bill.

[Version 4 - This requirement deleted.]
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SFFAS-7, 43

JFMIP SR-02-01,
req. RMB-01

JFMIP SR-02-01,

req. RMB-06

JFMIP SR-02-01,

req. RMB-02

JFMIP SR-02-01,
req. RMC-02

JFEMIP SR-02-01,
req. RMC-13

JFEMIP SR-02-01,
req. RMA-01

JFEMIP SR-02-01,
req. RMC-03

JFMIP SR-02-01,
req. RMC-04



05.02.12

05.02.13

05.02.14

05.02.15

05.02.16

05.02.17

05.02.18

05.02.19

05.02.20

05.02.21

05.02.22

05.02.23

05.02.24

Functional Requirements

The system must provide the capability to perform on-line queries
of account activity (billing, collection, and adjustment) by customer
and receivable.

The system must provide the capability to provide information on
the age of receivables to allow for management and prioritization
of collection activities. This is to include aging information on
individual receivables and on a summary basis, such as by
customer, type of customer, fund, and general ledger account.

The system must provide the capability to record the receipt of an
advance repayment and an advance from others with a reference
to the related reimbursable agreement (RA) obligation, whether or
not an account receivable was previously established.

[Version 4 - This requirement deleted.]

The system must provide the capability to record adjustments to
bills and post to customer accounts.

The system must provide the capability to maintain customer
account information for audit trail purposes and to support billing,
reporting and research activities. This customer account
information will include: account number, account balance,
associated customer ID number, date due and age of accounts
receivable, reimbursable order number, and travel order number,
etc., where applicable.

[Version 4 - This requirement deleted.]

The system must provide the capability to maintain data on
individual receivables and referenced transactions supporting the
receivable.

[Version 3- This requirement deleted.]

The system must provide the capability to track and report on the
date and nature of a change in the status of an accounts
receivable, including the following: in forbearance or in formal
appeals process, in foreclosure, in wage garnishment,
rescheduled, waived/unwaived, eligible for referral to Treasury for
offset, referred to Treasury for offset, eligible for internal offset,
eligible for referral to Treasury or a designated debt collection
center for cross-servicing, referred to Treasury for cross-
servicing, referred to private collection agency, referred to
Department of Justice, offset, suspended, compromised, written-
off, and closed out.

[Version 4 - This requirement deleted.]
[Version 3 - This requirement deleted.]

[Version 4 — The majority of this requirement was deleted, the
remaining part was combined with 05.02.25. deleted.]
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JFMIP SR-02-01,
req. RMC-16

JFMIP SR-02-01,
req. RMC-08

JFMIP SR-02-01,
req. RMD-04

JFEMIP SR-02-01,
req. RMB-13

JFMIP SR-02-01,
req. RMA-02

JFMIP SR-02-01,

req. RMC-01

JFMIP SR-02-01,
req. RMC-15



05.02.25

05.02.26

05.02.27

05.02.28

05.02.29

05.02.30

05.02.31

05.02.32

05.02.33

05.02.34

05.02.35

5 - REVENUE (INCLUDING FINANCING SOURCES) AND ACCOUNTS RECEIVABLE

Cc

Functional Requirements

For all non-federal agency receivables (due from the public). The
system must record an allowance for uncollectible amounts to
reduce the gross amount of receivables to net realizable value,
and estimate the allowance for uncollectible amounts in
accordance with SFFAS-1, paragraphs 46 - 51. The allowance for
uncollectible amounts must be re-estimated on each annual
financial reporting date and when information indicates that the
latest estimate is no longer correct.

The system must record an interest receivable for the amount of
interest income earned but not received for an accounting period.

The system must recognize no interest on accounts receivable or
investments that are determined to be uncollectible unless the
interest is actually collected. However, until the interest payment
requirement is officially waived by the government entity or the
related debt is written off, interest accrued on uncollectible
accounts receivable should be disclosed.

The system must provide the capability to uniquely record,
classify, and report on reimbursable funds including: billing limit,
amount obligated, amount expended, amount billed, advanced
amount (unearned revenue), and earnings and collections
received, based on customer and customer agreement number. In
addition, the system must provide the capability to query and
report on these items by any of the accounting classification
elements (e.g., fund or object class).

The system must be able to distinguish between entity receivables
and non-entity receivables.

The system must account for interest receivable from federal
entities separately from interest receivable from the public.

The system must recognize interest receivable as it is earned on
investments in interest-bearing securities and also on outstanding
accounts receivable and other U.S. government claims against
persons and entities in accordance with provisions in 31. U.S.C.
3717, Interest and Penalty Claims.

The system must provide the capability to automatically calculate
(as a percentage of gross receivables or related revenues) and
record the allowance for loss on accounts receivable.

The system must provide the capability to allow the user to specify
administrative and penalty amounts and record these amounts to
different accounting classification elements for which the principle
amount is recorded. The system must also provide the capability
to automatically apply these charges to customer accounts and
generate separate line items for the charges on the customer bills.

The system must provide the capability to perform on-line queries
of miscellaneous cash receipts (applied to any Treasury fund
symbol) by customer, when identified, and by accounting period.

The system must provide the capability to record billings and
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SFFAS-1, 45 - 51

SFFAS-1, 53

SFFAS-1, 54 & 55

JFMIP SR-02-01,
req. RMC-18

SFFAS-1, 43

SFFAS-1, 56

SFFAS-1, 53

JFMIP SR-02-01,
req. RMC-10

JFMIP SR-02-01,
req. RMC-05

JFMIP SR-02-01,
req. RMC-17

JFMIP SR-02-01,
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Functional Requirements

collections by line item in order to identify unique accounting
classification codes.

03 Generate Bills/Statements

05.03.01

05.03.02

05.03.03

05.03.04

05.03.05

05.03.06

05.03.07

05.03.08

05.03.09

05.03.10

05.03.11

05.038.12

C

The system must provide the capability to support the calculation
and establishment of accounts receivable based upon billing
source, event and time period, and type of claim. The system
must also provide the capability to automatically generate related
bills to customers. Bases used for billing may include: percentage
of reimbursable obligations, accrued expenditures or costs, using

data recorded by the cost accumulation function, fee schedules for

goods or services provided, and payment schedules or other
agreements with other entities. In addition, the system must also
provide the capability to establish receivables and credit memos
from vendors to whom the agency has made duplicate or
erroneous payments.

The system must provide the capability to print bills,
accommodating the generation of standard forms, such as SF-
1080s or SF-1081s, and turnaround documents to be used as a
remittance advice. The system must also provide the capability to
allow for customized text in generated billing documents.

The system must provide the capability to support bills and
collections between Federal agencies through the use of
electronic systems such as IPAC. The system must also provide
supporting data to agencies billed, which can be used to verify the
charges.

[Version 3 - This requirement deleted.]
The system must provide the capability to allow transactions
related to manually prepared bills to be entered by authorized

personnel.

The system must provide the capability to date the bills with the
system-generated date or with the date supplied by the user.

The system must provide the capability to generate monthly
statements to customers showing account activity.

[Version 3 - This requirement deleted.]

The system must provide the capability to automatically generate
dunning (collection) letters for overdue receivables when accounts
become delinquent, and incorporate, as appropriate, due process
notices for referring delinquent accounts.

[Version 3 - This requirement deleted.]

The system must provide the capability to allow users to
customize the dunning process parameters and dunning letter
text.

The system must be capable of uniquely identifying multiple types
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req. RMB-07

JFMIP SR-02-01,
req. RMB-03 and
RMB-04

JFMIP SR-02-01,
req. RMB-09

JFMIP SR-02-01,
req. RMB-08

JFMIP SR-02-01,
req. RMB-12

JFMIP SR-02-01,
req. RMB-10

JFMIP SR-02-01,
req. RMB-14

JFMIP SR-02-01,
req. RMC-06

JFMIP SR-02-01,
req. RMC-07

JFMIP SR-02-01,
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05.03.13

A

Functional Requirements

of bills (e.g., overpayments, user fee based, etc.) and the
supporting data used to verify the specific charges.

The system must be capable of consolidating multiple accounts
receivable for a customer onto one bill.

04 Record Collections

05.04.01

05.04.02

05.04.03

05.04.04

05.04.05-
05.04.07
05.04.08

05.04.09

05.04.10

05.04.11

05.04.12

05.04.13

[Version 2 - This requirement deleted.]

The system must provide the capability to automatically offset
payments to vendors for amounts due to the agency (e.g.,
outstanding accounts receivable, credit memo, and open
advances). When an entire payment is offset, the system must
create the appropriate notice to the vendor that the offset has
been made.

The system must provide the capability to automatically record the
application of complete and partial payments made by the debtor
on a delinquent debt to administrative fees, penalties, interest, and
then to principal, unless otherwise stated in program statute.

[Version 4 - This requirement deleted.]
[Version 3 - This requirement deleted.]

The system must provide the capability to process cash or credit
card collections. The system must also match collections to the
appropriate receivables and update related bills and customer
accounts.

The system must provide the capability to electronically download
monthly deposit and debit voucher confirmation information from
Treasury and the banking system for comparison to activity in the
agency's general ledger. The system must also produce a report
of differences.

The system must provide the capability to apply collections to
more than one receivable.

The system must provide the capability to record revenues,
expenditure reductions, or other appropriate offsets associated
with collections for which no receivable was previously
established.

[Version 4 - This requirement deleted.]
The system must provide the capability to support the receipt of
payment offset information from Treasury. The system must also

apply offset collections to open receivables and generate the
appropriate accounting entries to record the collections.
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req. RMB-05

JFMIP SR-02-01,
req. RMB-11

JFMIP SR-02-01,
req. RMD-13

JFEMIP SR-02-01,
req. RMD-01

JFMIP SR-02-01,
req. RMD-05

JFMIP SR-02-01,
req. RMD-11

JFMIP SR-02-01,
req. RMD-09

JFMIP SR-02-01,
req. RMD-02

JFMIP SR-02-01,
req. RMD-12



05.04.14

05.04.15

05.04.16

05.04.17

05.04.18

05.04.19

05.04.20

05.04.21

5 - REVENUE (INCLUDING FINANCING SOURCES) AND ACCOUNTS RECEIVABLE

A

Functional Requirements

The system must provide the capability to re-open closed
accounts to record collections after a waiver or write-off of a
receivable has been recorded.

The system must provide the capability to support the receipt of
collection files from banks for application to open receivables.

The system must provide the capability to apply collections back to
the specific contract or purchase order award to reduce cumulative
payments and expenditures (e.g., upon the refund of erroneous
payments).

The system must provide the capability to record information
associated with a collection at the time funds are applied to an
open receivable document, including the deposit ticket number
and date and ALC code.

The system must be capable of recording collections received
against advance payments made.

[These requirements are Value Added. See Value Added Section
for requirements description.]

[This requirement is Value Added. See Value Added Section for
requirement description.]

[This requirement is Value Added. See Value Added Section for
requirement description.]

05 Manage Delinquent Debt

05.05.01

05.05.02

05.05.03

05.05.04

05.05.05

05.05.06

05.05.07

[Version 3 - This requirement deleted.]

The system must provide the capability to provide information to
allow for the automated reporting of delinquent accounts to
commercial credit bureaus.

[Version 3 - This requirement deleted.]
[Version 3 - This requirement deleted.]

The system must provide the capability to automatically produce
IRS-1099-C's in the amounts of debts forgiven which meet or
exceed a user-defined dollar threshold (e.g., $600 or more).

The system must provide the capability to record the waiver and
write-off of receivables, including interest, penalties, and
administrative charges. In addition, the system must maintain
data to monitor closed accounts.

The system must provide the capability to identify and report

receivables that meet predetermined criteria for write-off, or
referral and generate the appropriate entries.
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JFMIP SR-02-01,
req. RMD-10

JFMIP SR-02-01,
req. RMD-07

JFMIP SR-02-01,
req. RMD-03

JFEMIP SR-02-01,
req. RMD-06

JFEMIP SR-02-01,
req. RMD-08

JFMIP SR-02-01,
req. RMC-11

JFMIP SR-02-01,
req. RMC-19

JFMIP SR-02-01,
req. RMC-14

JFEMIP SR-02-01,
req. RMC-09
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05.05.08

05.05.09

05.05.10

06 Reporting
05.06.01

05.06.02
05.06.03

05.06.04

05.06.05

05.06.06

05.06.07

05.06.08

c

Functional Requirements

To the extent that realization of the full amount of revenue is not
probable due to credit losses (caused by the failure of the debtor
to pay the established or negotiated price), the system must
recognize an expense and increase the allowance for bad debts if
the bad debts can be reasonably estimated. The amount of the
bad debt expense should be separately shown.

[Version 3 - This requirement deleted.]

The system must provide the capability to automatically create
files of delinquent accounts for electronic submission to collection
agencies and appropriate governmental organizations.

The system must capture and report receivables from federal
entities separately from receivables from nonfederal entities.

[Version 4 - This requirement deleted.]
[Version 4 - This requirement deleted.]

The system must account for, and report on, advances and
prepayments made to federal entities separately from advances
and prepayments made to nonfederal entities.

For an entity that provides goods or services to the public or
another government entity, the system must support disclosure in
its financial statements of any differences in the pricing policy from
full cost or market pricing guidelines in exchange transactions with
the public, as set forth in OMB Circular A-25 or in subsequent
amendments in circulars that sets forth pricing guidance.

For an entity that provides goods or services to the public or
another government entity, the system must support disclosure in
its financial statements those exchange transactions with the
public in which prices are set by law or executive order and are not
based on full or market price.

For an entity that provides goods or services to the public or
another government entity, the system must support disclosure in
its financial statements the nature of those intragovernmental
exchange transactions in which the entity provides goods or
services at a price less than the full cost or does not charge a
price at all. Disclosures must include an explanation of the
amount and the reason for the disparity between the billing (if any)
and full cost.

For an entity that provides goods or services to the public or
another government entity, the system must disclose in its
financial statements the full amount of the expected loss when
specific goods are made to order under a contract, or specific
services are produced to order under a contract, and a loss on the
contract is probable and measurable.
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SFFAS-7, 40

JFMIP SR-02-01,
req. RMC-12

SFFAS-1, 42

SFFAS-1, 61

SFFAS-7, 46(a)

SFFAS-7, 46(b)

SFFAS-7, 46(c)

SFFAS-7, 46(d)
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Req. ID

05.01.02v

05.01.17Vv

05.01.18V

05.01.19Vv

05.04.19V

05.04.20V

05.04.21V

Value Added

Value Added Requirements
REQUIREMENTS

When a transaction with the public or another Government entity is at a
price that is unusual or nonrecurring, the system should recognize a
gain or loss rather than revenue or expense so as to differentiate such
transactions.

The system should be able to provide a revenue source code structure
to identify and classify types of revenue and receipts as defined by the
user. For example, categories could be rental income, sales by product
type, income by type of service performed and others.

If an entity recognizes virtually no costs in connection with earning
revenue it collects, the system should recognize this revenue when
transferred to another collecting entity on a basis similar to that applied
by the other entity.

If an entity recognizes virtually no costs in connection with earning
revenue it collects, the system should recognize and measure
exchange revenue under the exchanged revenue standards regardless
of whether the related costs are recognized.

The system should provide the capability to include both the TAS/TAFS
(s) and associated amount (s) when downloading monthly deposit and
debit voucher confirmation information from the Treasury and the
banking system for comparison to the agency general ledger.

The system should provide the capability to interface with CA$HLINK in
order to reconcile Treasury recorded collections to the collections
recorded in the Core Financial System and generate exception reports.

The system should provide the capability to record TAS/TAFS (s)

associated with collections received on deposit tickets and debit
vouchers.
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Revenue (Including Financing Sour ces) and Accounts Receivable —

SOURCE(S)
SFFAS-7, 35

JFMIP SR-02-01,
req. CFA-14

SFFAS-7, 45.2

SFFAS-7,45.3

JFMIP SR-02-01,
req. RMD-15

JFEMIP SR-02-01,
req. RMD-16

JFMIP SR-02-01,
req. RMD-14



6 - MANAGERIAL COST ACCOUNTING
Introduction

CHAPTER 6

Managerial Cost Accounting

Reliable information on the cost of DoD programs, operations, and activities is crucial for effective
management of the Department. Managerial cost accounting is especially important for fulfilling the objective of
assessing an agency’s operating performance. Therefore, cost accounting should be a fundamental part of an
agency’s financial management system and, to the extent practicable, should be integrated with other parts of
the system. Cost accounting should use a basis of accounting, recognition, and measurement appropriate for
the intended purpose (such as costing of goods to be sold to other parties or costing the operations of a DoD
organization). Cost information developed for different purposes should be drawn from a common data source,
and output reports should be reconcilable to each other.

Cost accounting systems should be fully integrated with other agency systems in order to eliminate
unnecessary duplication of transaction entries and to share data elements without rekeying or reformatting. By
its nature, a cost accounting system requires more linkages with other agency systems than do most other
financial management systems. For example, a cost accounting system needs to accept financial and
nonfinancial (e.g., units) data from the core financial system, inventory system, payroll or labor distribution
system, property management system, and others. Such data includes but is not limited to labor costs, material
costs, depreciation, labor hours, exchange revenues, and number of items produced.

Cost accounting standards are published in SFFAS Number 4, Managerial Cost Accounting Concepts
and Standards for the Federal Government. In February 1998, JFMIP published Managerial Cost Accounting
System Requirements, which establishes specific functional requirements for cost accounting systems. In
addition, DoD has established cost accounting requirements and processes in its Financial Management
Regulation (DoD 7000.14-R).
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6 - MANAGERIAL COST ACCOUNTING
Functional Requirements

Managerial Cost Accounting

Functional Requirements

System Administration

Data Capture

Cost Assignment

Cost and Revenue Accumulation
Cost Monitoring/Reporting

Core Financial System Requirements

ogprwpE

Req. ID VA AT REQUIREMENTS SOURCE(S)

01 System Administration

06.01.01 The cost accounting system must support the information FFMSR-8, II-2
classification structure described in FFMSR-8, Chapter Il, and
use the data classification structure described there.

06.01.02 C The cost accounting system must be integrated with the FFMSR-8, IlI-2
entity's overall accounting system including accessing the
appropriate tables or data structures that define codes in other
systems rather than maintaining its own duplicate set of tables
or data structures.

06.01.03 D [Version 4 - This requirement deleted.]
06.01.04 The cost accounting system must allow authorized users to FFMSR-8, IlI-2

change data classification elements. The system should use
the data classification elements for editing and reporting

purposes.

06.01.05 [Version 3 - This requirement deleted.]

06.01.06 The cost accounting system must maintain rules for assigning FFMSR-8, 111-2;
costs to cost objects. These rules must specify cost SFFAS-4, 120-

assignment method(s) used (direct tracing, cause-and-effect, 137
allocation, etc) for an object and identify how the method(s) is

applied.

06.01.07- D [Version 4 - This requirement deleted.]

06.01.08

06.01.09- [Version 3 - This requirement deleted.]

06.01.11

06.01.12 The cost accounting system must satisfy the "minimum SFFAS-4, 71
criteria", including responsibility segments; full costing; costing
methodology; performance measurement; reporting
frequency; standard general ledger; precision of information;
special situations; and documentation.

06.01.13 [Version 3 - This requirement deleted.]
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06.01.14 D

02 Data Capture

06.02.01 D
06.02.02 C
06.02.03
06.02.04
06.02.05
06.02.06-
06.02.08
06.02.09 \% C
06.02.10 C
06.02.11 C
06.02.12 C
06.02.13 C
06.02.14

6 - MANAGERIAL COST ACCOUNTING
Functional Requirements

[Version 4 - This requirement deleted.]

[Version 4 - This requirement deleted.]

The cost accounting system must capture or share with other
systems all data needed to determine the costs of outputs and
the total net cost of the entity's operations, and must include
appropriate disclosures of the components of net cost. The
data capture must also include information on units produced.

The cost accounting system must be capable of capturing
summary information on all costs and units from the Core
Financial System, as well as any other systems of original
entry for cost transactions.

The cost accounting system must allow for direct input of cost
information by authorized users, with an appropriate audit trail,
in order to capture costs that are not entered into any other
system.

For costs entered directly into the cost accounting system, it
must summarize and send them to the Core Financial System
for reporting to the general ledger.

[Version 2 - These requirements deleted.]

[This requirement is Value Added. See Value Added Section
for requirement description.]

The cost accounting system must include all direct costs that
can be specifically identified with an output, such as those
defined in SFFAS-4, paragraph 90.

The cost accounting system must include all indirect costs that
are jointly or commonly used to produce two or more types of
outputs but are not specifically identifiable with any of the
outputs, such as those defined in SFFAS-4, paragraph 91.

The cost accounting system must include the cost elements
presented in SFFAS-4, paragraphs 93 through 104.

The cost accounting system must incorporate the cost of
goods and services received from other entities (inter-entity
costs) in the entity's full cost of goods and services.

The "providing” entity's cost accounting system should
record/recognize the full cost of goods and services provided
to other entities regardless of whether full reimbursement is
received.

6-3

FFMSR-8, llI-4

FFMSR-8, Ill-4

FFMSR-8, llI-4

FFMSR-8, Ill-4

SFFAS-4, 90;
"DoDFMR,"
Volume 04,
Chapter 19,
190101B

SFFAS-4, 91;
"DoDFMR,"
Volume 04,
Chapter 19,
190101B

SFFAS-4, 93-104

SFFAS-4, 105

SFFAS-4, 108



06.02.15

06.02.16

06.02.17

06.02.18

06.02.19

06.02.20

06.02.21

06.02.22

06.02.23

06.02.24

06.02.25

06.02.26

6 - MANAGERIAL COST ACCOUNTING
Functional Requirements

The "receiving" entity's cost accounting system should
record/recognize the full cost of goods and services received
from other entities as an expense or an asset.

For non-reimbursed or partially reimbursed goods and
services for which the providing entity does not provide
complete cost information, the "receiving” entity should make
and record a reasonable estimate of the costs.

For material amounts, the "receiving" entity should recognize
as a financing source the difference between the full cost of
goods and services it receives from another entity and the
reimbursement it made for those goods and services.

The "providing" and "receiving" entities' cost accounting
systems shall recognize individual inter-entity costs in
accordance with SFFAS-4, 112.

The cost accounting system should accumulate costs for
responsibility segment(s) by type of resource (employees’
labor, materials, utilities, etc.).

The cost accounting system must draw information from the
same common data source as the financial accounting and
budgetary accounting systems.

[Version 4 - This requirement deleted.]

The cost accounting system must distinguish between funded
and unfunded costs (in order to implement cost-based
budgets).

The cost accounting system must include unallowable costs
(costs for which the entity cannot legally be reimbursed by a
customer) as a cost of operations.

The cost accounting system may use standard costs for
estimating, accumulating, and reporting the costs of direct
material and direct labor only when the four criteria in
"DoDFMR," Volume 04, Chapter 19, 190207A are met.

The cost accounting system shall group business unit general
and administrative expenses in a separate indirect cost pool to
be allocated to final cost outputs.

For allocating general and administrative expenses, items
produced or worked on for stock or product inventory must be
accounted for as final cost objectives as stipulated in
"DoDFMR," Volume 04, Chapter 19,190210G.
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SFFAS-4, 109

SFFAS-4, 109

SFFAS-4, 109

SFFAS-4, 112

SFFAS-4, 119

SFFAS-4, 43-45;
"DoDFMR,"
Volume 04,
Chapter 19,
190102C

"DoDFMR,"
Volume 04,
Chapter 20,
200102B

"DoDFMR,"
Volume 04,
Chapter 19,
190205

"DoDFMR,"
Volume 04,
Chapter 19,
190207A1,2,3,4

"DoDFMR,"
Volume 04,
Chapter 19,
190210B

"DoDFMR,"
Volume 04,
Chapter 19,
190210G



06.02.27 C
06.02.28 C
06.02.29 D
06.02.30 D
06.02.31 C
06.02.32

06.02.33 C
06.02.34 C
06.02.35

06.02.36 D

03 Cost Assignment

06.03.01 D
06.03.02 C
06.03.03

6 - MANAGERIAL COST ACCOUNTING
Functional Requirements

The job order cost system must maintain or update all
subsidiary accounts necessary to satisfy the management's
information requirements. The job order cost system must be
subsidiary to the general accounting system.

The job order cost accounting system must use job order
numbers assigned by the appropriate cost accounting
department for each defined cost output (objective).

[Version 4 - This requirement deleted.]
[Version 4 - This requirement deleted.]

The job order cost system must accumulate unfounded costs
(such as military labor, unfounded civilian labor, unfounded
material, etc.) in accordance with "DoDFMR," Volume 04,
Chapter 20, 200311.

The job order cost system must account for all production
costs (for example direct labor, direct material, and overhead)
associated with producing a product/end item.

The process cost accounting must maintain or update all
subsidiary accounts necessary to satisfy the management
information requirements. The process cost accounting
system must be subsidiary to the general accounting system.

The process cost accounting system must clearly identify the
cost centers and products to be produced.

The process cost accounting system must utilize standard
costs, accumulate actual costs, and identify variances
between the two to allow for a managerial analysis of
efficiency and effectiveness.

[Version 4 - This requirement deleted.]

[Version 4 - This requirement deleted.]

The cost accounting system must support one or more costing
methodologies that comply with the principles in SFFAS-4.
Recommended methodologies are activity based costing, job
order costing, process costing and standard costing.

The cost accounting system must send the summarized

impact of cost assignments to the Core Financial System for
posting to the general ledger and for external reporting.
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"DoDFMR,"
Volume 04,
Chapter 20,
200201; and
200308

"DoDFMR,"
Volume 04,
Chapter 20,
200302

"DoDFMR,"
Volume 04,
Chapter 20,
200311

"DoDFMR,"
Volume 04,
Chapter 20, 2004

"DoDFMR,"
Volume 04,
Chapter 21,
210201; and
210307

"DoDFMR,"
Volume 04,
Chapter 21,
210301

"DoDFMR,"
Volume 04,

Chapter 21,
210303

FFMSR-8, I1I-6

FFMSR-8, IlI-6



06.03.04

06.03.05

06.03.06

06.03.07

06.03.08

06.03.09

06.03.10

06.03.11

06.03.12

06.03.13

06.03.14

6 - MANAGERIAL COST ACCOUNTING
Functional Requirements

The cost accounting system must assign supporting
segments' costs to the responsibility segments that received
the goods and services (referred to as intra-entity cost
assignments).

The cost accounting system must assign the following costs to
a responsibility segment's outputs:(1) the segment's direct and

indirect costs, (2) other responsibility segments' costs
assigned to the segment, and (3) inter-entity costs for goods
and services received.

The cost accounting system must assign costs that can be
directly traced to an activity/output.

The cost accounting system must assign indirect common
costs to outputs or activities that share resources.

The cost accounting system should assign indirect common
costs to outputs or activities on a cause-and-effect basis, if
feasible, or through reasonable allocation.

The cost accounting system must allocate each type of cost
only once, and on only one basis, to any output or activity
(cost objective).

The cost accounting system must properly allocate costs
between accounting periods.

The cost accounting system must assign the cost of
compensated absences to the accounting period(s) in which
earned.

The cost accounting system shall allocate pro-rata, on an
annual basis, the cost of compensated absences to the
applicable outputs/activities of the entity.

The cost accounting system shall assign depreciation on
tangible assets to the cost accounting periods in accordance
with criteria stipulated in "DoDFMR," Volume 04, Chapter 19,
190209A.1-2. The assignment of depreciation cost will be
consistent with the methods used by the core accounting
system.

The cost accounting system shall allocate depreciation costs

to outputs/activities in accordance with criteria stipulated in
"DoDFMR," Volume 04, Chapter 19, 190209B,1-3.
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SFFAS-4, 122

SFFAS-4, 123

SFFAS-4, 139

SFFAS-4, 140

SFFAS-4, 140

"DoDFMR,"
Volume 04,
Chapter 19,
190202A & B

"DoDFMR,"
Volume 04,
Chapter 19,
190206

"DoDFMR,"
Volume 04,
Chapter 19,
190208A

"DoDFMR,"
Volume 04,
Chapter 19,
190208B

"DoDFMR,"
Volume 04,
Chapter 19,
190209A

"DoDFMR,"
Volume 04,
Chapter 19,
190209B



06.03.15

06.03.16

06.03.17

06.03.18 C

06.03.19

06.03.20 C

06.03.21 C

06.03.22

6 - MANAGERIAL COST ACCOUNTING
Functional Requirements

The cost accounting system must allocate business unit
general and administrative expenses to outputs based on their
beneficial or causal relationship.

The cost accounting system must allocate business unit
general and administrative expenses for the accounting period
to final cost outputs by means of a cost input basis
representing the total activity of the unit.

The cost accounting system must have the capability to
allocate headquarters expenses to responsibility
segments/outputs in accordance with "DoDFMR," Volume 04,
Chapter 19, 190210D.1 & 2.

The cost accounting system must have the capability to
segregate headquarters function expenses for responsibility
segments that perform headquarters functions and operational
activities, and allocate those expenses to the benefiting or
causing segments.

The cost accounting system must assign the cost of deferred
compensation (except annual leave, sick leave and pension
costs) to the appropriate cost accounting period, as stipulated
in "DoDFMR," Volume 04, Chapter 19, 190215B, C & D.

The job order cost system must be able to update appropriate
general ledger control accounts, such as work in process,
construction in progress, cost of goods sold, etc.

The job order cost system must add unfunded cost financed
by other organizations or by prior appropriations to the shop
rate charges and billed to non-DoD ordering activities.

General and administrative expenses are to be accumulated
by the system in the activity's indirect cost accounts and
equitably charged to customers by prorating the expenses to
job orders.

04 Cost and Revenue Accumulation

06.04.01 C
06.04.02
06.04.03 C

The cost accounting system must send cost data to the
appropriate system to calculate exchange revenue for goods
or services made to order under a contract.

The cost accounting system must support the inventory
system or other property systems by accumulating costs from
multiple sources for inventory and related property that has
been acquired, is being repaired, or is in production.

The cost accounting system must provide accumulated costs,
including applicable indirect costs, to the inventory or other
property system(s) for recording as to appropriate asset,
expense or revenue type.
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"DoDFMR,"
Volume 04,
Chapter 19,
190210A

"DoDFMR,"
Volume 04,
Chapter 19,
190210C

"DoDFMR,"
Volume 04,
Chapter 19,
190210D

"DoDFMR,"
Volume 04,
Chapter 19,
190210F

"DoDFMR,"
Volume 04,
Chapter 19,
190215B-D

DoDFMR,
Volume 04,
Chapter 20,
200202; and
200302

"DoDFMR,"
Volume 04,
Chapter 20,
200305B

"DoDFMR,"
Volume 04,
Chapter 20,
200309

SFFAS-7, 36(b)

FFMSR-8, IlI-7

FFMSR-8, I11I-8



06.04.04

06.04.05

06.04.06

06.04.07

06.04.08

06.04.09

06.04.10

06.04.11

06.04.12-
06.04.14
06.04.15
06.04.16 -
06.04.17
06.04.18

06.04.19

06.04.20

06.04.21

6 - MANAGERIAL COST ACCOUNTING
Functional Requirements

[Version 2 - This requirement deleted.]
[Version 4 - This requirement deleted.]

[Version 4 - This requirement deleted and requirement
combined with another FFMR.]

The cost accounting system must accumulate and maintain
current period full cost and the total cost for each construction
project and item of general property, plant and equipment
under construction.

For completed projects, the cost accounting system must
transfer construction in progress amounts to the appropriate
asset account and pass the information to the Core Financial
System and property management system(s) for asset
valuation purposes.

The cost accounting system must capture and classify costs of
acquiring, constructing, improving, and reconstructing or
renovating heritage assets, federal mission (including national
defense) PP&E, and stewardship land (including preparing it
for use) for reporting as expenses in the period incurred.

The cost accounting system must accumulate and maintain for
5 years costs that are related to stewardship assets (for
stewardship reporting purposes).

The job order cost system must calculate actual shop rates

from the same database used to prepare general ledger
control account entries.

[Version 4 - These requirements deleted.]

[Version 4 - This requirement deleted, in Version 3
requirement combine with 06.04.14.

[Version 4 - These requirements deleted.]

[Version 4 - This requirement deleted, after move to another
FFMR.]

The cost accounting system must accumulate costs in
agency-defined cost centers that are associated with agency-
defined performance measures.

The cost accounting system must accumulate numerically
valued agency-defined output information.

The cost accounting system must calculate the unit cost of
outputs.
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FFMSR-8, 111-8
FFMSR-8, 11I-8
FFMSR-8, 111-9;
SFFAS-8, 64&66;
SFFAS-6, 53;
SFFAS-6, 69;
SFFAS-8, 77&80;
SFFAS-6, 61
FFMSR-8, 111-9
"DoDFMR,"
Volume 04,
Chapter 20,
200305A
FFMSR-8, 11I-9
FFMSR-8, 111-9
FFMSR-8, 11I-10
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Functional Requirements

05 Cost Monitoring/Reporting

06.05.01

06.05.02

06.05.03-
06.05.05

06.05.06

06.05.07

06.05.08

06.05.09

06.05.10

06.05.11

06.05.12

06.05.13

06.05.14

06.05.15

The cost accounting system must be able to provide cost data
needed to produce the Statement of Net Costs for the
agency's required financial statements.

The cost accounting system must be able to produce the data
needed for reporting on stewardship resources.

[Version 4 - These requirements deleted, after move to
another FFMR.]

The cost accounting system must produce unit cost reports by
output.

The cost accounting system must produce project, job order,
and work order reports showing costs for a project from its
inception up to the current date.

The cost accounting system must produce contract reports
showing the revenues and costs associated with each
contract. (i.e. customer orders).

The cost accounting system must provide to the reporting
system, general management and administrative cost that can
not be traced , assigned, or allocated to specific responsibility
segments or outputs, for reporting in the entity's financial
statement as costs not assigned to programs.

[Version 4 - This requirement deleted, after movement of
source references.]

Inter-entity expenses, assets and financing sources must be
eliminated for any consolidated financial statements covering
both receiving and providing entities. All inter-entity costs are
to be recognized based on the criteria in SFFAS-4, paragraph
112.

[Version 4 - This requirement deleted, after movement of
source references.]

The job order cost system must be able to produce required
cost reports (such as month-end reports).

The process cost accounting system must update the
appropriate general ledger control accounts Inventory Held for
Sale and the Work in Process (in-house) in accordance with
posting logic identified in Table 21-1 of "DoDFMR" Volume 04,
Chapter 21.

[Version 4 - This requirement deleted, after movement of
source references.]
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FFMSR-8, 111-9
FFMSR-8, 111-8
FFMSR-8, 111-10
FFMSR-8, 111-10
FFMSR-8, 111-10
SFFAS-4, 92
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111 & 112
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Volume 04,

Chapter 20, 2005

"DoDFMR,"
Volume 04,
Chapter 21,
210202



06.05.16

6 - MANAGERIAL COST ACCOUNTING
Functional Requirements

The process cost accounting system must produce required
cost reports (such as month-end reports).

06 Core Financial System Requirements

06.06.01

06.06.02

06.06.03

06.06.04

06.06.05

06.06.06

06.06.07

06.06.08

Cc

The system must have the capability to use the accrual basis
of accounting when recognizing costs and revenue. Cost
recognition will take place in the period of time when the
events occurred regardless of when ordered, received or paid
for. Similarly, must provide the capability to recognize
revenue when earned.

The system must have the capability to associate with the
appropriate cost objects, the reductions of balances such as
inventories, prepaid expenses and advance payments as the
balances are used or liquidated.

The system must have the capability to use the agency's
accounting classification elements to identify and establish
unigue cost objects (for the purpose of cost and revenue
capture, accumulation and reporting). Cost objects might
include: organizational units, programs, projects, activities,
targeted outputs, specific contracts, specific customers, work
orders, etc.

The system must have the capability to calculate prices, fees,
and user charges for reimbursable agreements and other
purposes using full cost, consistent with the guidance of OMB
Circular No. A-25 User Charges.

The system must have the capability to identify all costs
incurred by the agency in support of activities of revolving
funds, trust funds, or commercial functions, including the
applicable portions of any related salaries and expense
accounts identified with those activities.

The system must have the capability to track current cost
information against prior month and prior-year-to date cost
data for selected cost objects, and track progress against pre-
determined plans. In addition, the system must also
accumulate non-financial data relating to cost objects such as
output units to allow the calculation of both total and unit
costs. Finally, the system must transfer (and trace) cost data
directly to and from other cost systems/applications that
produce or allocate cost information.

The system must have the capability to distribute information
(such as income statements and status of funds reports) on
costs and revenue associated with cost objects.

The system must have the capability to distribute costs to

other cost objects regardless of how they were originally
assigned.
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"DoDFMR,"
Volume 04,
Chapter 21, 2104

JFMIP SR-02-01,
req. CMB-01

JFMIP SR-02-01,
req. CMB-02

JFMIP SR-02-01,
req. CMA-01

JFEMIP SR-02-01,
req. CMA-08

JFMIP SR-02-01,
req. CMA-05

JFMIP SR-02-01,
req.CMA-04,
CMA-06, and
CMA-07.

JFMIP SR-02-01,
req. CMC-01

JFMIP SR-02-01,
req. CMC-04



06.06.09

06.06.10

06.06.11

06.06.12

06.06.13

06.06.14

06.06.15

06.06.16

06.06.17

06.06.18

06.06.19

06.06.20-
06.06.23

6 - MANAGERIAL COST ACCOUNTING
Functional Requirements

The system must have the capability to provide an audit trail
that traces a transaction from its origin to the final cost
object(s).

[Version 4 - This requirement is deleted.]

The system must provide the capability to identify and record
costs incurred by each cost object, including input of costs
from feeder systems, such as inventory, travel, property
management (depreciation), or payroll.

The system must provide the capability to assign indirect costs
on a cause-and-effect basis, or allocate costs through any
reasonable and consistent basis such as a percentage of total
cost incurred, direct labor hours used, square footage, or
metered usage.

The system must provide the capability to perform multi-layer
overhead distributions that are user-defined (at least three
levels of distribution) using multiple rates, fixed amount and
other appropriate allocation methods.

The system must provide the capability to use historical
information to conduct variance and time-series analyses, and
to demonstrate the fairness and appropriateness of rates and
charges that are based on actual historical costs.

To support the revolving fund function, the Core Financial
System must provide the capability to use cost management
in revolving funds, including working capital programs.

The system must create and track the funding associated with
cost objects (e.g., contracts, work-orders, projects,
reimbursable agreements) and provide funding status on fiscal
year-to-date and project inception-to-date basis.

The system must support the aggregation of project cost and
funding information to a higher level, for example linking the

costs of a set of related projects for a particular customer on

one report.

The system must provide the capability to verify funds
availability for orders placed against a specific contract, work-
order or agreement for a particular customer of the revolving
fund operation.

The system must provide the capability to support funding of
revolving fund contracts, work-orders, and projects through
the use of advances, prepayments or reimbursements.

[Version 4 - These requirements deleted.]
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JFMIP SR-02-01,
req. CMC-05

JFMIP SR-02-01,
req. CMB-03

JFMIP SR-02-01,
req. CMB-04

JFMIP SR-02-01,
req. CMB-05

JFMIP SR-02-01,
req. CMC-03

JFMIP SR-02-01,
req. CMD-01

JFMIP SR-02-01,
req. CMD-03

JFMIP SR-02-01,
req. CMD-04

JFMIP SR-02-01,
req. CMD-05

JFMIP SR-02-01,
req. CMD-06



06.06.24

06.06.25

06.06.26

06.06.27

6 - MANAGERIAL COST ACCOUNTING
Functional Requirements

The system must provide the capability to allocate and
distribute the full cost and revenue of cost objects as defined
in SFFAS No. 4. Full cost includes: support costs provided by
other responsibility segments, both internal and external,
identifiable support costs provided by other Government
agencies such as pension and other retirement benefits;
unfunded costs such as accrued annual leave that accrue in
the current reporting period; depreciation expense; and,
amortization costs.

The system must provide the capability to allocate and
distribute the full cost of goods and services provided by one
Federal entity to another.

The system must provide the capability to provide consistent
information on financial, budget, and program matters in
different reports. For example, bills generated for customers
in the receivables system should match customer status
reports generated by the cost management system for the
same periods.

The system must provide the capability to allocate working

capital and revolving fund costs across organization and
program lines and generate appropriate journal entries.
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JFMIP SR-02-01,
req. CMA-02

JFEMIP SR-02-01,
req. CMA-03

JEMIP SR-02-01,
req. CMC-02

JFMIP SR-02-01,
req. CMD-02



6 - MANAGERIAL COST ACCOUNTING
Value Added

Managerial Cost Accounting —Value Added Requirement

REQ. ID REQUIREMENTS SOURCE(S)

06.02.09V The cost accounting system should accumulate and report the full cost of the  SFFAS-4, 89, 90,
output. (Full cost of an output includes the costs of resources consumed by 91; "DoDFMR,"
the responsibility segment that directly contribute to the output and the costs Volume 04,
of identifiable supporting services provided by other responsibility segments Chapter 19,
and by other entities.) 190101B
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7 - HUMAN RESOURCES AND PAYROLL
Introduction

CHAPTER 7

Human Resources and Payroll

A federal agency’s human resources and payroll systems must be designed and implemented in order
to:

-- operate in accordance with laws, regulations, and judicial decisions;

-- completely, accurately and promptly pay employees and withhold their deductions;

-- completely, accurately and promptly generate personnel/payroll records and
transactions;

-- provide timely access to complete, correct, and accurate information to those
within and outside of the agency who require the information;

-- interact timely and properly with core financial system; and

-- provide adequate internal controls to ensure that the personnel/payroll system(s)
is operating as intended.

JFMIP has established requirements for Federal human resources and payroll systems in JFMIP SR-
99-5. That document contains systems requirements for human resource and personnel management, time and
attendance, and payroll processing. Those requirements are applicable to both civilian and military
personnel/payroll systems. This chapter contains a sub-section entitled “Military Pay”, but that sub-section is
intended to include requirements unique to military payroll systems. The requirements in other sub-sections of
this Chapter (particularly 01, 03, 04, and 06) apply to both civilian and military personnel/payroll systems. Users
must exercise their own knowledge and judgment of the differences between military and civilian
personnel/payroll systems in applying these requirements to the different systems.

Human resources and payroll functions are necessarily closely linked. An individual's payroll record is
created only after Personnel has hired (enlisted/appointed) the person and has brought him/her onto the
organization’s rolls and established his/her salary, grade, entitlements, etc. Any changes to the basic
authorizations and entitlements must be made by Personnel before being reflected in the payroll system.

Although DoD has been reducing the magnitude of its operations and the size of its workforce, it still
employs over a half of a million civilians and over 2 million military personnel. The Department’s personnel
(civilian and military) costs and benefits annually total tens of millions of dollars and represent a significant
portion of the Department’s operating expenses.
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Functional Requirements

: Human Resource Data Collection/Maintenance and Personnel Processing
: Time and Attendance Processing

. Leave Processing

: Payroll Withholdings/Deductions Processing

: Computing Gross Pay

: Payroll Processing and Distribution

. Military Pay

Req. ID

ONOUDWN R

7 - HUMAN RESOURCES AND PAYROLL
Functional Requirements

Human Resour ces and Payr oll

REQUIREMENTS

01 Human Resource Data Collection/Maintenance and Personnel Processing

07.01.01

07.01.02

07.01.03

07.01.04

07.01.05

07.01.06

07.01.07

07.01.08

07.01.09

[Version 3 - This requirement deleted.]
[Version 3 - This requirement deleted.]

The human resources system must provide for support
capabilities to electronically generate, approve, and process
the full range of monetary and honorary awards for
employees, and be flexible enough to tailor to individual
agency needs.

[Version 3 - This requirement deleted.]

The human resources system must fully document the
associate personnel actions with all regulatory required
information such as legal authority and nature of actions.

The human resources system must process (with both current
and future effective dates) the full range of individual and
mass personnel actions such as appointments,
reinstatements, transfers, promotions, separations,
retirements, terminations, furloughs, change to lower grades,
reassignments, pay, movements, pay changes (including
locality and national adjustments, allowances, differentials,
premium pay, movement between pay plans or schedules,
and pay and grade retention), and details. There is also a
need for the capability to correct or cancel theses actions and
to provide the necessary audit trail.

[Version 3 - This requirement deleted.]

[Version 3 - This requirement deleted.]

The human resources system should maintain individual
retirement data, including service history and fiscal history for

each employee. Maintain separate records for military (post-
1956) and civilian deposits.
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SOURCE(S)

JFMIP SR-99-5,
20

JFMIP SR-99-5,
18

JFMIP SR-99-5,
18

JFMIP SR-99-5,
26



07.01.10

07.01.11

07.01.12

07.01.13

07.01.14

07.01.15-
07.01.23

07.01.24

07.01.25

07.01.26

07.01.27
07.01.28

7 - HUMAN RESOURCES AND PAYROLL
Functional Requirements

The human resources system must record incumbent related
information such as date of hire, service computation date,
retirement service date, severance pay date, Civil Service
Retirement System, Federal Employees Retirement System,
Federal Employee Group Life Insurance and Thrift Saving
Plan eligibility dates, Federal Employee Health Benefit
enrollment date, step increase and prior military service
information must also be recorded. There is also a need for
the capability to correct or cancel these actions, and provide
the necessary audit trail.

The human resources system must provide for automatic data
conversion and electronic transfer of required data to the OPM
and other recipients of Government wide reporting
information.

The human resources system must enable managers and
human resources staff to track past, current and pending
personnel actions.

[Version 3 - This requirement deleted.]

The human resources system must generate a Monthly
Employee Report (SF113A) and a Monthly FTE Report (SF
113G) to OPM.

[Version 3 - This requirement deleted.]

The human resources system must be able to provide
organizational decision support for managers that will simplify
their organization and position design decisions (e.g., Budget
and Full Time Equivalent (FTE) management, activity based
costing, work effort as related to performance measures and
indicators).

The human resources system should enable managers to
electronically initiate the full range of recruitment-based
actions (e.qg., internal and external recruitment actions,
reassignment actions, details) and flow these actions to the
appropriate individuals and offices for approvals and
processing.

The human resources system using position-based
requirements should provide expert or decision support to
generate documentation needed to complete the recruitment
process. This includes preparation of vacancy
announcements, which contain specific selection criteria (e.g.,
knowledge, skills and abilities (KSAs), and conditions of
employment).

[Version 3 - This requirement deleted.]

The human resources system must accommodate external
reporting needs including those required by Treasury, OPM,
The Department of Labor, the Federal Retirement Thrift
Investment Board, and others.
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JFMIP SR-99-5,
18

JFMIP SR-99-5,
29

JFMIP SR-99-5,
18

JFMIP SR-99-5,
29

JFMIP SR-99-5,
16

JFMIP SR-99-5,
17

JFMIP SR-99-5,
17

JFMIP SR-99-5,
28



07.01.29

07.01.30

07.01.31

07.01.32

07.01.33

07.01.34

07.01.35

07.01.36

07.01.37

07.01.38

07.01.39

07.01.40

07.01.41

07.01.42

07.01.43

07.01.44

7 - HUMAN RESOURCES AND PAYROLL
Functional Requirements

[Version 3 - This requirement deleted.]
[Version 3 - This requirement deleted.]

[This requirement is Value Added. See Value Added Section
for the requirement description.]

[Version 3 - This requirement deleted.]

[This requirement is Value Added. See Value Added Section
for the requirement description.]

[Version 3 - This requirement deleted.]
[Version 3 - This requirement deleted.]

[This requirement is Value Added. See Value Added Section
for the requirement description.]

[Version 4 - This requirement deleted, after move to another
FFMR.]

[Version 3 - This requirement deleted.]

The human resources system must automatically generate
personnel action reminders that will prompt management
decisions on such actions as within-grade-increase,
completion of probationary period and temporary
appointments, and any similar time-sensitive actions. It also
should enable on-line approval or disapproval of such
recurring actions.

[Version 3 - This requirement deleted.]

The system must provide for both transfers for separating
(inter-agency) or transferring (intra-agency) employees with
the next regular payroll. Note: 1) "Transfers for separating,”
describes transferring from one agency to another.

2) "Transferring" describes a transfer within the same federal
agency.

The human resources system must process management and
employee requested personal actions by either the generation
of paper SF-50 or the electronic storage of data associated
with theSF-50. Also included in this process are those actions
ancillary to employment, such as requesting security
investigations, arranging physical examination and identifying
drug testing requirements, requesting and approving SF-75
information, and the administration of the in-processing
activities.

[Version 4 - This requirement deleted, after move to another
FFMR.]

[Version 3 - This requirement deleted.]
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JFMIP SR-99-5,
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07.01.45

07.01.46

07.01.47

07.01.48

07.01.49

07.01.50

07.01.51

07.01.52

07.01.53

07.01.54

07.01.55

07.01.56

07.01.57

07.01.58

07.01.59

7 - HUMAN RESOURCES AND PAYROLL
Functional Requirements

[Version 2 - This requirement deleted.]
[Version 3 - This requirement deleted.]

The human resources system must generate retention records
for a Reduction in Force (RIF) based on competitive position,
tenure, and retention requirements. The human resources
system should also provide the capability to process reduction
in force actions including the determination of retention rights,
issuance of notices, and generation of required
documentation.

The human resources system must preclude duplicate data
entry by electronically producing position-embedded
performance criteria necessary to generate individual
performance appraisal plans.

[This requirement is Value Added. See Value Added Section
for the requirement description.]

[This requirement is Value Added. See Value Added Section
for the requirement description.]

[This requirement is Value Added. See Value Added Section
for the requirement description.]

The human resources system must provide the capability to
track and record the full range of employee, management, or
third party generated appeals and grievances. This includes
events such as performance and conduct cases, Uniform
Labor Practices, and Labor contract administration.

The human resources system tracking functionality must
include such information as case nature, case date, case
steps and resolution.

[This requirement is Value Added. See Value Added Section
for the requirement description.]

The human resources system must preclude duplicate data
entry by automatically accessing position and employee
information already residing within the system.

[This requirement is Value Added. See Value Added Section
for the requirement description.]

[This requirement is Value Added. See Value Added Section
for the requirement description.]

[This requirement is Value Added. See Value Added Section
for the requirement description.]

The human resources system must provide the capability to

produce pertinent information in response to classification
appeals.
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JFMIP SR-99-5,
30; JFMIP SR-99-
5,17

JFMIP SR-99-5,
20

JFMIP SR-99-5,
20

JFMIP SR-99-5,
20

JFMIP SR-99-5,
18

JFMIP SR-99-5,
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07.01.60

07.01.61

07.01.62

07.01.63

07.01.64

07.01.65

07.01.66

07.01.67

7 - HUMAN RESOURCES AND PAYROLL
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The human resources system must provide a means for
applicants and employees to apply as either external or
internal candidates for vacant positions.

The human resources system must have the capability to
enable maximum employee access to self-service personnel
benefits information and automated transaction processing so
that employees may manage their own benefits.

Benefits Administration systems coverage must include
Federal Employees Health Benefits Life Event and Open
Season Elections; Thrift Savings Plan Life Event and Open
Seasons Elections; Federal Employees Group Life Insurance
Live Event and Open Season Elections; Miscellaneous
Changes (e.g., address, hame, emergency contact
information); Alternative data and processing entry points for
individuals with disabilities in compliance with the American
Disability Act.

In support of work force development, the human resources
system must provide the capability to use position and
personal data already residing within the system to facilitate
on-line initiation of the full range of work force development
activities, which include nomination, approval, enroliment,
evaluation, and personnel record documentation.

In support of work force development functions, the human
resources system must record essential data relative to the
cost and source of developmental activities and enable
analysis of such activities to determine future budget needs
and return on investment.

In support of employee development programs, the human
resources system must support the planning, development,
delivery of training and career development programs to meet
agency and employee needs, and track completion of training
by employees.

In support of developing training budgets, the human
resources system should support the preparation of financial
projections and implementation of controls, which maximize
the utilization of training funds.

To evaluate development and training activities, the human
resources system must support the evaluation of the
effectiveness and quality of course design, program content,
delivery methodology and instructional value.

2: Time and Attendance Processing

07.02.01

07.02.02

[Version 3 - This requirement deleted.]
In T&A systems, approvals shall be made individually for each

employee, and an approval-automated signature shall be
provided for each time and attendance reports.
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JFMIP SR-99-5,
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07.02.03

07.02.04

07.02.05

07.02.06

07.02.07

07.02.08

07.02.09

07.02.10

07.02.11

07.02.12

07.02.13

07.02.14

07.02.15

07.02.16

07.02.17

07.02.18

7 - HUMAN RESOURCES AND PAYROLL
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The T&A system must collect actual hours or days worked,
and other pay related data, e.g., piecework, fee basis units/
dollars, and differentials for each employee.

The T&A system collect work and leave hours based upon an
established tour of duty, including alternative work
schedule/flextime hours information.

[Version 3 - This requirement deleted.]

The T&A system must support the collection of labor
distribution hours based on the accounting classification code
structure defined in the JFMIP Core Requirements document.

The T&A system must provide capabilities for the collection of
time and attendance data on a pay period basis, e.g., daily,
weekly, biweekly, semi-monthly, and/or monthly basis.

The T&A system must calculate and adjust weekly, biweekly,
per pay period, hours based on Fair Labor Standards Act
(FLSA), Title 5, and other statutory and regulatory
requirements.

The T&A system must accept time and attendance data
through various processing modes e.g., automated time entry
or internet.

The T&A system must support the correction of current and
prior pay period time and attendance records.

The T&A system must collect data on employees who work
temporarily in other or multiple pay classifications.

The T&A system must be able to capture data in days,
fractions of hours, or other units of measure as required.

The T&A system must generate reports to monitor T&A data.

[Version 3 - This requirement deleted.]

The T&A system must be able to receive electronic, or other
appropriately documented, approvals from authorized
approving officials, and then release data for further system
processing.

[Version 3 - This requirement deleted.]

For a T&A system, a single automated code may be entered
by the supervisor to approve the information contained in the
file, provided that the data elements itemized in paragraph
020205, DoD FMR Vol. 8, Chapter 2, are contained in the file.

[Version 3 - This requirement deleted.]
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07.02.19 C
07.02.20
07.02.21 C
07.02.22 C
07.02.23

03 Leave Processing
07.03.01

07.03.02

07.03.03

07.03.04

07.03.05

07.03.06

7 - HUMAN RESOURCES AND PAYROLL
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For a T&A system, an electronic authorization may be entered
by the supervisor to approve the information contained in the
file, provided that the data elements itemized in "DoDFMR,”
Volume 8, Chapter 2, paragraph 020402 are contained in the
file.

The T&A system must determine premium pay entitlements
based on schedule tour; actual hours worked and leave data.

The system must accumulate labor and cost information for
use in budgeting and controlling costs; performance
measurement; determining fees and prices for services;
assessing programs; and management decision making.
Labor costs are an integral part of determining and doing
business.

The system must accumulate work units by cost object (e.g.,
organization and activity), and responsibility center and be
provided to other systems performing cost accounting
functions.

To support time and attendance processing, the T&A system
must edit T&A data at the earliest time to ensure that the data
are complete, accurate, and in accordance with legal
requirements.

[Version 3 - This requirement deleted.]

The payroll system must automatically convert leave taken in
excess of available balance, based upon an established leave
priority policy. When appropriate, provide for management
review (e.g., to determine advance, leave without pay, or
absence without leave).

For each pay period, the payroll system must accrue each
type of leave to which an employee is entitled, including partial
accruals and carryovers. Special accrual rules for employees
using donated leave, etc., must be accommodated.

The payroll system must process variable leave accruals for
part-time employees. The accruals shall be based on actual
hours in a pay status.

The payroll system must determine compensatory time or
credit hours to be forfeited or paid as appropriate based on
predetermined elapsed time limits; maximum carry over limits;
and maximum earning ceilings.

The payroll system must maintain detailed audit trail and
control data that ensure that all reported leave hours have
been processed accurately and that the hours used in pay
calculations are correct.
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07.03.07

07.03.08

07.03.09

07.03.10

07.03.11

07.03.12

07.03.13

07.03.14

07.03.15

07.03.16

07.03.17

07.03.18

7 - HUMAN RESOURCES AND PAYROLL
Functional Requirements

The human resources system must provide the capability to
track and report pay associated with job-related injury time
(continuation of pay (COP)).

The payroll system must provide capabilities for fiscal year-
end, leave-year- end and calendar year-end processing and
forfeitures in accordance with established Government-wide
and agency guidelines.

The payroll system must process leave forfeiture and
carryover for each employee.

The payroll system must modify leave accruals; and/ or
balances for employees who change leave systems, or work
schedules (i.e., full-time to part-time, etc.). Note: "change
leave status" means "change in employee status for leave
entitlement.

The payroll system must process both current period and prior
period leave transactions on an effective pay period basis.

The payroll system must provide capabilities for recomputing
leave balances resulting from prior-period hour adjustments or
retroactive entittement changes for each period, subsequent to
the effective period of the change in the following period.

Such recomputations will be processed in the following order:
(1) retroactive entitlement changes, and then (2) prior period
hour adjustments.

[Version 4 - This requirement deleted.]
[Version 3 - This requirement deleted.]

The payroll system must maintain leave records that show for
each employee or service member: 1) the rate of accrual for
each type of leave, 2) the hours or days accrued, used, and
available by leave type, 3) any advance leave authorized,
including the date through which the leave is authorized, the
type of leave advanced, and the total hours or days advanced,
4) any leave received or given under a leave sharing program
authorized in 5 USC.6331 et reg., and 5) the number of hours
for any leave ceiling, by type of leave.

[Version 3 - This requirement deleted.]

The payroll system should process leave for each reported
leave type at the end of each effective pay period. Process
advances; accruals, and restored leave before usage are
applied to the appropriate available balance.

[Version 3 - This requirement deleted.]
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07.03.19

07.03.20

07.03.21

07.03.22

7 - HUMAN RESOURCES AND PAYROLL
Functional Requirements

Upon termination of an employee from federal employment,
the payroll system must offset the dollar amount of advanced-
leave balances (computed at the rate of pay in effect when the
leave was taken) against the dollar amount of earnings for pay
period of separation and any unused annual leave (based on
the current pay rate), and calculate indebtedness for leave
advances upon separation and accommodate requests for
waiver of collections for leave advances.

[Version 4 - This requirement deleted.]

The payroll system must process leave accrual units for
special category employees, e.qg., firefighters, etc.

To support leave processing, the payroll system must offset
advanced sick leave balances against subsequent pay period
accruals of sick leave.

04 Payroll Withholdings/Deductions Processing

07.04.01

07.04.02

07.04.03

07.04.04

07.04.05

07.04.06

07.04.07

07.04.08

C

The payroll system must provide data to establish receivables
or follow up on types of leave that may result in an employee
indebtedness, including health insurance premiums for
employees on approved leave without pay and certain jury
duty fees while on court leave.

The payroll system must provide for percentage computation
of deductions that are subject to annual or regulatory limits
(e.g., the current rate for federal taxes on supplement
payments, Thrift Savings plans TSP contributions, and Social
Security taxes).

[Version 3 - This requirement deleted.]

The payroll system must calculate the following deductions for
each employee: (1) mandatory deductions (e.g., retirement,
federal, state, local and FICA taxes), (2) voluntary deductions
(e.g., state and local taxes for multiple taxing authorities, life
insurance, health insurance, thrift saving, deductions,
allotments, and bonds and pre-tax deductions for
transportation benefits), and (3) involuntary deductions (e.qg.,
IRS levies, garnishment and administrative debt collection).

The payroll system must provide the capability to handle
deductions that apply to various pay periods and/or have
specified limitations, e.g., garnishment pay-off amount

The payroll system must adjust taxable gross pay by
deducting untaxed items (e.g., thrift saving deductions) and
civil service retirement annuity offsets.

[Version 3 - This requirement deleted.]

The payroll system must pro-rate insurance premium

deductions for part-time, seasonal, and applicable accessions
and separating employee using the daily pro-ration rule.
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07.04.09

07.04.10

07.04.11

07.04.12

07.04.13

07.04.14

07.04.15

07.04.16-
07.04.19

07.04.20

07.04.21

07.04.22

07.04.23

07.04.24

07.04.25

07.04.26

7 - HUMAN RESOURCES AND PAYROLL
Functional Requirements

The payroll system must accelerate deductions for employees
paid an annual salary in less than one year (e.g., teachers).

[Version 3 - This requirement deleted.]
[Version 3 - This requirement deleted.]

The payroll system must subtract deductions calculated in the
order of precedence specified by OPM or other laws and
regulations, while ensuring that net pay is not negative.
Follow appropriate rules for taking no deductions within a
priority level or partial deductions, if allowed.

The payroll system must determine when a bond may be
issued, given its type, denomination per pay deduction and
balance from previous pay deductions.

The payroll system must deduct some items in every pay
period and others in selected pay periods only. e.g.,
discretionary allotments.

The payroll system must offset the dollar amount of other
receivables owed the agency against earnings for pay period
of separation or, if applicable, lump sum payments.

[Version 4 - These requirements deleted.]

[Version 3 - This requirement deleted.]
[Version 4 - These requirements deleted.]

The payroll system must be able to determine, when
garnishing for multiple court-ordered alimony and/or child
support, if funds are sufficient to pay the garnishment orders.
If earnings are not sufficient for all these payments, the
garnishments filed earliest are withheld first.

The payroll system must be able to determine, when
garnishing for both court-ordered alimony and child support, if
funds are sufficient to pay both ordered in a single
garnishment. If earnings are not sufficient for both, a
proportionate share should be provided to each to the extent
gross pay is available.

When a bankruptcy court orders that a certain amount of net

pay shall be paid an employee regardless of deductions, the

payroll system must deduct the amount of net pay from gross
pay first. Any remaining deductions shall then be withheld in
accordance with "DoDFMR," Volume 08, Chapter 04, 040201
and 040202.

[Version 3 - These requirements deleted.]

[Version 4 - This requirement deleted, after move to another
FFMR.]
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7 - HUMAN RESOURCES AND PAYROLL
Functional Requirements

07.04.27 C The payroll system must compute the maximum variable
deductions for levies, garnishments, and/or offsets based on
appropriate limitations of each type of deduction.

07.04.28 [Version 3 - This requirement deleted.]

07.04.29 C The payroll system should ensure that leave without pay
(LWOP), furloughs for retirement, Office of Workers
Compensation Program (OWCP), education, and military
purposes is separately designated and does not affect Within
Grade Increase (WGI), etc.

07.04.30 D [Version 4 - This requirement deleted.]
07.04.31 C The payroll system must electronically compare leave,

benefits, and payments, for adjusted time and attendance data
with prior period data and automatically compute differences.

05 Computing Gross Pay

07.05.01 The payroll system must process both current period and prior
period adjustments as an integral part of the payroll cycle.

07.05.02 D [Version 4 - This requirement deleted.]

07.05.03 D [Version 4 - This requirement deleted.]

07.05.04 The payroll system must compute pay for various types of

employees, e.qg., firefighters, law enforcement officers,
emergency medical technicians, teachers, etc.

07.05.05 The payroll system must (1) compute employee earnings for
partial pay periods when entitlement dates do not coincide
with the pay period's beginning and ending dates, and (2)
process earnings adjustments on a begin-date/end-date basis.

07.05.06 The payroll system must calculate pay at the end of each
period after properly authorized inputs have been received
from the Time and Attendance Processing Function, and after
personnel action processing is completed.

07.05.07 The payroll system must calculate overtime based on FLSA or
Title 5 requirements.

07.05.08 C The payroll system must calculate current and/or retroactive
adjustments for allowances, premiums and differentials as
defined by law or regulation. These may be set dollar
amounts or computed as a percentage of pay, applying caps
or other limitations when applicable.

07.05.09 [Version 3 - This requirement deleted.]
07.05.10 The payroll system must accommodate information

requirements to support supplemental pay actions and
recertified checks.
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07.05.11

07.05.12

07.05.13

07.05.14

07.05.15

07.05.16-
07.05.19

07.05.20

07.05.21

07.05.22

07.05.23

07.05.24

07.05.25

07.05.26

7 - HUMAN RESOURCES AND PAYROLL
Functional Requirements

[Version 3 - This requirement deleted.]

The payroll system must not allow a single lump-sum pay
advance that exceeds three months' net pay for those
employees authorized a permanent change of station to a
foreign area.

The payroll system must limit repayments of salary advances
to civilians being made by payroll deduction to a maximum of
26 pay periods.

When an employee separates or transfers, the outstanding
balance of a payroll advance shall be due in full. The payroll
system must ensure advances of pay are recoverable from the
employee or the employee's estate by deduction from accrued
pay, amount of retirement credit, other amounts due the
employee from the government, or by other methods as
provided in DFAS Regulation Number 005.

The payroll system must provide the capability to allow
additional payments on an advance when circumstances
warrant and the employee has not received the full amount of
the maximum possible advance consistent with the
employee's pay grade.

[Version 3 - These requirements deleted.]

The payroll system must prohibit employees and service
members engaged in civil payroll functions from maintaining or
servicing their own payroll and personnel records.

[Version 3 - This requirement deleted.]

[Version 4 - This requirement deleted, after requirement
moved to another FFMR.]

To support pay processing, the payroll system must perform
statutory limit and reasonableness tests on gross pay.

The payroll system must compute gross pay as the sum of
each rate of pay times the number of units related to it, minus
retirement annuity offsets, if applicable, plus all appropriate
allowances and/or other gross pay components.

The payroll system must classify and total deductions,
subtract total deductions from gross pay, and apply formulas
or utilize tables to determine employer contributions required
for certain payroll taxes and benefits.

The system must process and compute pay and deductions

for multiple positions under different appointment authorities,
and different pay, leave, and benefit entitlements.
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07.05.27

7 - HUMAN RESOURCES AND PAYROLL
Functional Requirements

The payroll system must support retirement calculations for all
categories of employees under all applicable retirement
programs to the agency.

06 Payroll Processing and Distribution

07.06.01

07.06.02-

07.06.08

07.06.09

07.06.10

07.06.11

07.06.12

07.06.13

07.06.14

07.06.15

07.06.16

07.06.17-

07.06.21

07.06.22

07.06.23

The payroll system must process prior period, current, and
future period pay actions, based on effective dates.

[Version 3 - These requirements deleted.]

The payroll system must support payroll adjustments and
regular calculations that cross fiscal and/or calendar years,
and provide needed information to the Core financial and
other information systems.

The payroll system must record gross pay, deductions, and
net pay while generating information to update other functions
and systems, including the standard general ledger
maintained in the Core Financial System

The payroll system must allow employees to update personal
information, at the employee's discretion, e.g., tax withholding
information, savings bond information, electronic funds
transfer information, and allotments.

[Version 3 - This requirement deleted.]

The payroll system must be able to generate payment for
severance pay, not exceeding the amount authorized for each
employee, on a pay period basis and provide for Department
of Defense employees, the option of a lump sum payment.
The payroll system must make electronic funds transfer
payments as well as other methods of payments, including off-
cycle and third party payments.

[Version 3 - This requirement deleted.]

The payroll system must be able to generate payments to the
beneficiaries of employees owed unpaid compensation.

[Version 3 - These requirements deleted.]

The payroll system must be able to generate employee
earnings statements detailing the compositions of gross pay,
deductions, net pay for the current pay period and year to date

(electronic and copies).

[Version 3 - This requirement deleted.]
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07.06.24

07.06.25

07.06.26

07.06.27

07.06.28

07.06.29

07.06.30

07.06.31

07.06.32

07.06.33

07.06.34

07.06.35

07.06.36

7 - HUMAN RESOURCES AND PAYROLL
Functional Requirements

The payroll system must maintain data that is reconciled to
pass to the Core Financial System and cost accounting
modules to update Fund Balances with Treasury and other
asset, expense, and liability accounts, appropriation accounts,
and relevant cost centers for payroll, including employer
contributions.

The payroll system must make information available to other
functions to generate internal and external payroll reports not
created directly in the Pay Processing function.

The payroll system must maintain each pay record by the pay
period in which it was calculated and by the pay period to
which it applies (the effective pay period).

[Version 4 - This requirement deleted.]

The payroll system must produce all reports and vouchers
necessary to recognize payroll expenses, establish related
receivables, and disburse all related payments. It must also
produce supporting detail registers or subsidiary ledgers.

The payroll system must produce managerial reports to
facilitate monitoring of human resources costs, leave
authorizations, and personnel actions by human
resources/payroll staff members and by operational
supervisors or managers.

[Version 3 - This requirement deleted.]

The payroll system must provide for tax deduction reporting
and reconciliation, as well as correction processing. These
functions should be available for each tax authority (federal,
state, local).

The payroll system must derive summary totals for earnings,
deductions, contributions, and paid hours for internal control
purposes and to facilitate reconciliation.

[Version 4 - This requirement deleted.]
[Version 3 - This requirement deleted.]

The payroll system must accommodate information
requirements for accounting transactions for accruals of pay
and benefits during the year. This process is to provide for
accruing and reversing accounting information relative to pay
and benefits based on posted time, scheduled tours, and
partial pay period computations.

The payroll system must provide a means for correcting
accounting transactions for an employee for one or more past
pay periods. The correction should also generate adjusting
accounting transactions to reverse the improper charges and
record the correct ones.
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07.06.37

07.06.38

07.06.39

07.06.40

07.06.41

07.06.42

07.06.43

07.06.44-
07.06.45

07.06.46

07.06.47

07.06.48

07.06.49

07.06.50

07.06.51

07.06.52

07.06.53

07.06.54

07.06.55

07.06.56

7 - HUMAN RESOURCES AND PAYROLL
Functional Requirements

The payroll system must notify agency payroll and personnel
office staff of incorrect or missing data.

[Version 4 - This requirement deleted.]
[Version 4 - This requirement deleted.]

The payroll system must provide a report for health benefit
deductions not taken (e.g., for an employee on leave without

pay).

The payroll system must provide a report of employee debt,
caused by prior-period adjustments or current-period
computation, to be used in administrative collection.

The payroll system must provide an output matrix of reports
that describes a report by its title, purpose, frequency,
distribution level, and the media used to distribute.

[Version 3 - This requirement is now 07.01.47.]

[Version 3 - These requirements deleted.]

The payroll system must generate reports at specific time
intervals or upon request, including reports that span fiscal
year, calendar years, or other time periods.

The payroll systems user outputs produced must include all
vouchers and reports necessary to recognize payroll
expenses and authorize related disbursements.

[Version 3 - This requirement deleted.]

[Version 4 - This requirement deleted.]

[Version 3 - This requirement deleted.]

The payroll system must be able to accept data from multiple
media that recognizes the unique data input requirements of
interface systems.

The payroll system must subject all transactions from
interfacing systems to the payroll system edits, validations,
and error-correction procedures.

[Version 4 - This requirement deleted.]

The payroll system must be able to identify and process
transactions that enter and update the standard human
resources/payroll system from other systems.

[Version 3 - This requirement deleted.]

[Version 3 - This requirement deleted.]
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07.06.57

07.06.58

07.06.59

07.06.60

07.06.61

07.06.62

07.06.63

07.06.64

07.06.65

07.06.66

07.06.67

07.06.68

07.06.69

07.06.70

07.06.71

07.06.72

07.06.73

07.06.74

7 - HUMAN RESOURCES AND PAYROLL
Functional Requirements

The payroll system must allow users to customize output for
reporting and providing interfaces to other systems necessary
to meet agency requirements for external processing (e.g.,
retirement processing, general ledger posting, budget
formulation, budget reconciliation, and budget execution).

[Version 3 - These requirements deleted
[Version 3 - These requirements deleted
[Version 3 - These requirements deleted

The payroll system must capture the overtime rate in effect
when compensatory time is earned for future pay out.

The payroll system must support the unemployment
compensation for employees processing and responding to
ES 931 Request for Wage and Separation Information-UCFE
requests.

To support pay processing, the payroll system must maintain
data to support preparation of notifications of employee
indebtedness.

[Version 4 - This requirement deleted.]

[Version 4 - This requirement deleted.]

This requirement is Value Added. See Value Added Section
for the requirement description.]

This requirement is Value Added. See Value Added Section
for the requirement description.]

This requirement is Value Added. See Value Added Section
for the requirement description.]

This requirement is Value Added. See Value Added Section
for the requirement description.]

To support internal reporting functions, the system must
provide the capability to generate routine reports that are
prescribed by the functional users.

[Version 4 - This requirement deleted.]

[Version 4 - This requirement deleted.]

To support reconciliation functions, the payroll system must
provide disbursement voucher data for verification and
certification of the payroll process.

To support reconciliation functions, the payroll system must

compile employee data related to health insurance enroliment
for validations purposes.
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07.06.75-
07.06.77

07.06.78

07.06.79

07 Military Pay
07.07.01

07.07.02

07.07.03

07.07.04

07.07.05

07.07.06

7 - HUMAN RESOURCES AND PAYROLL
Functional Requirements

[Version 4 - These requirements deleted.]

The system must maintain and/or dispose of personnel payroll
records in accordance with Government-wide and agency
specific guidelines.

The agency system must provide for the reconciliation of
human resources and payroll data within the system, for
comparison and reconciliation with that of disbursing,
accounting, and other administrative
systems/subsystems/modules to ensure accuracy,
completeness, and data integrity.

The military pay system must compute a service member's
monthly pay as if each month had 30 days.

The military pay system must compute a service member's
pay and allowances at the rate of 1/30 of the monthly rate for
each day served when less than the full month is served.

The military pay system must deduct 1/30th of 1 month's pay
for each day the service member is in a non-pay status during
a month.

The military pay system must compute a service member's
forfeiture of pay and allowances for unauthorized absences
and other lost time in accordance with Table 3-2, "DoDFMR,"
Volume 7A.

The military pay system must compute monthly pay by
dividing the annual salary into 12 equal installments.

The military pay system must compute the pay of an enlisted
member who accepts an appointment as an officer at the
greater of: 1. The pay and allowances to which such member
would be entitled if the member had remained in the last
enlisted grade held before the appointment as an officer and
had continued to receive increases in pay and allowances
authorized for that grade, or 2. The pay and allowances to
which the member thereafter becomes entitled as an officer.
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07.07.15

7 - HUMAN RESOURCES AND PAYROLL
Functional Requirements

The military pay system must compute the pay of a warrant
officer who accepts an appointment as an officer at the greater
of: 1. The pay and allowances to which the member thereafter
becomes entitled as a commissioned officer, or 2. The pay
and allowances to which such member would be entitled if the
member had remained in the last warrant officer grade held
before appointment as a commissioned officer and continued
to receive increases in pay and allowances authorized for that
grade, or 3. The pay and allowances to which entitled under
subparagraph 020301A, "DoDFMR," Volume 7A, before
appointment as an officer, in the case of an officer who was
formerly an enlisted member.

For reserve members called to active duty, the military pay
system must compute the pay and allowances for the
necessary travel time from the reservist's home to first duty
station and from last duty station to home (except when
released from active duty for retirement, dismissed,
discharged from active duty or upon resignation).

For service members on authorized leave the military pay
system must compute pay and allowances in accordance with
Table 3-1,"DoDFMR," Volume 7A.

The military pay system must compute pay and allowances for
service members under investigation or determined to be
serving in fraudulent enlistments for the periods shown in table
4-1, "DoDFMR", Volume 7A.

The military pay system must compute the basic pay and
allowances for a service member whose physical condition
would ordinarily warrant rejection for military service, yet was
not discovered at time of enlistment/induction, see Table 4-1,
"DoDFMR," Volume 7A.

The military pay system must compute special pay,
continuation pay, bonuses, incentive pay, etc., for service
members as authorized in "DoDFMR," Volume 7A, Chapters 5
- 24.

The military pay system must compute a service member's
authorized allowances (BAS, BAQ, FSA, etc.) in accordance
with "DoDFMR," Volume 7A, Chapters 25 - 31.

The military pay system must compute advance pay and
allowances, as well as casual and partial pay, as authorized in
"DoDFMR," Volume7A, Chapter 32.

The military pay system must compute payment for unused

accrued leave for a service member who is discharged under
honorable conditions.
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"DoDFMR,"
Volume 7A,
Chapter 02,
020301B

"DoDFMR,"
Volume 7A,
Chapter 02,
020501

"DoDFMR,"
Volume 7A,
Chapter 03,

030301, Table 3-1

"DoDFMR,"
Volume
7A,Chapter 04,
0402

"DoDFMR,"
Volume 7A,
Chapter 04, 0405

"DoDFMR,"
Volume 7A,
Chapters 05-24

"DoDFMR,"
Volume 7A,
Chapters 25-31

"DoDFMR,"
Volume 7A,
Chapter 32

"DoDFMR,"
Volume 7A,
Chapter 35,
350101



07.07.16

07.07.17

07.07.18

07.07.19-
07.07.23

07.07.24

07.07.25

07.07.26

07.07.27

07.07.28

07.07.29

07.07.30

07.07.31

07.07.32

7 - HUMAN RESOURCES AND PAYROLL
Functional Requirements

The military pay system must compute a service members'
allotments in accordance with "DoDFMR," Volume 7A,
Chapters 41 - 43.

No pay is lost for unauthorized absence on the 31st day of the
month, except when it is the first day of absence or when the
employee is paid for the day under "DoDFMR," Volume 7A,
Chapter 02, 020201A.

The military system must consider that absence on the 28th of
February in a non-pay status in a non-leap year results in loss
of pay for 3 days. If member is absent only on the 28th day of
February in a leap year, deduct the pay for 1 day for the 28th.
If absence occurs on the 29th of February, deduct pay for 2
days. When payment is made under subparagraph 020201.B
on the basis of each day actually served, deduct only for the
actual period of unauthorized/-authorized absence.

[Version 4 - These requirements deleted.]

The military pay system must compute payment on behalf of
mentally incompetent members, missing members, missing in
actions members, or interned payment to dependents.

The military pay system must compute payments on behalf of
deceased members.

The military pay system must compute benefits for members
held as captives.

The military pay system must be able to compute payments to
service academy cadets and midshipmen, prep school
students, service academy officials and aviation cadets.

[Version 4 - This requirement deleted.]

The military pay system must be able to compute deductions
for Armed Forces Home, Service members group life
insurance, forfeitures of pay resulting from non-judicial
punishment or from court martial sentence, and stoppages
and collections not resulting from a court martial.

The military pay system must be able to compute the
deductions for voluntary private health insurance and
dependent dental plans.

The military pay system must be able to compute pay and
allowances for members of a reserve component not on
extended active duty for the number of drills performed.

The military pay system must be able to compute payments to

senior reserve officer training Corp personnel and stipend and
financial assistance program recipients.

7-20

"DoDFMR,"
Volume 7A,
Chapter 41-43

"DoDFMR,"
Volume 7A,
Chapter 02,
020202B

"DoDFMR,"
Volume 7A,
Chapter 02,
020202C

"DoDFMR,"
Volume 7A,
Chapters 33-34

"DoDFMR,"
Volume 7A,
Chapter 36

"DoDFMR,"
Volume 7A,
Chapter 37

"DoDFMR,"
Volume 7A,
Chapter 38-40

"DoDFMR,"
Volume 7A,
Chapters 46-50

"DoDFMR,"
Volume 7A,
Chapters 53-54

"DoDFMR,"
Volume 7A,
Chapters 57-58

"DoDFMR,"
Volume 7A,
Chapters 59-60
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08 Reporting

07.08.01-
07.08.08

7 - HUMAN RESOURCES AND PAYROLL
Functional Requirements

The military pay system must be able to compute bonuses for "DoDFMR,"
the members of the Individual Ready Reserves, make stipend  Volume 7A,

payments to health professionals, and bonuses to Nurse Chapters 61-64
Officer Candidates.

[Version 4 - These requirements deleted.]
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Req. ID
07.01.31V

07.01.33V

07.01.36V

07.01.49V

07.01.50V

07.01.51V

07.01.54V

07.01.56V

07.01.57V

07.01.58V

7 - HUMAN RESOURCES AND PAYROLL
Value Added

Human Resour ces and Payroll —Value Added Requirements

REQUIRMENTS

The human resources system should support a full identification of position
requirements. For example, managers should be able to annotate a
position's unique requirements such as mobilization responsibilities, drug
testing requirements, position sensitivity, financial disclosures obligations,
position-based skill and competency requirements, and a wide variety of other
position-based requirements that emerge and change over time.

The human resources system should automatically generate documents that
facilitate related human resources activities (e.g., recruitment, performance
management, and training development).

The human resources system should allow managers to structure
organizations under their control and quickly develop classification documents
through the use of standard position descriptions or generation of a new
classification determination through the use of expert or decision support
systems as appropriate to their requirement

The human resource system should be sufficiently flexible to allow for multiple
performance rating configuration and evaluation methods.

The human resources system should provide for electronic routing,
completion, approval, and recording of the performance plan and resulting
rating from management and human resources office.

The human resources system should have the capability to create, monitor,
and maintain performance improvement plans.

The human resources system should support the conversion of the paper
Official Personnel Folder (OPF) to an electronic medium, which will help
agencies to reduce the significant operational burden of maintaining paper
OPFs while affording human resources professionals, managers and
employees easier access to historical employment information.

The human resources system should facilitate full manager empowerment of
delegated position classification authority.

The human resources system should provide sufficient flexibility to enable
management to account for total work force utilization that can encompass
the efforts and associated costs of contractors, military members, and
volunteers.

The human resources system should have the flexibility to allow managers to
electronically receive and act upon referral lists, resumes that contain
appropriate candidates' qualification information, and fully take into account
regulatory requirements.
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SOURCE(S)

JFMIP SR-99-
5,16

JFMIP SR-99-
5,16

JFMIP SR-99-
5,16

JFMIP SR-99-
5,20

JFMIP SR-99-
5,20
JFMIP SR-99-
5,20

JFMIP SR-99-
5,18

JFMIP SR-99-
5,16

JFMIP SR-99-
5,16

JFMIP SR-99-
5,17



07.06.66V

07.06.67V

07.06.68V

07.06.69V

7 - HUMAN RESOURCES AND PAYROLL
Value Added

To support reporting, reconciliation, and records retention functions, the
system should maintain an employee history of the employment with the
information comparable to that in the employee's OPF.

To support reporting, reconciliation, and records retention functions, the
system should maintain a pay history showing gross pay by type, deductions
by type, and net pay for each pay period.

To support reporting, reconciliation, and records retention functions, the
system should maintain a time and attendance history showing hours, or days
worked by type of pay for each pay period.

To support reporting, reconciliation, and records retention, the system should

maintain a leave history showing beginning balances, leave accruals, leave
usage, and ending balances, by type for each period.
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JFMIP SR-99-
5,28

JFMIP SR-99-
5,28

JFMIP SR-99-
5, 28

JFMIP SR-99-
5, 28



8 - FUNDS CONTROL AND BUDGETARY ACCOUNTING
Introduction

CHAPTER 8

Funds Control and Budgetary Accounting

By law (31 U.S.C. 3512), each agency of the federal government is responsible for establishing and
maintaining systems and internal controls that ensure that it does not obligate or disburse funds in excess of
those appropriated and/or authorized by the Congress. The primary law governing the apportionment,
obligation and expenditure of appropriated funds can be found in 31 U.S.C., Chapter 15, Appropriation
Accounting. In addition, 31 U.S.C. 1341 and 1517--the Antideficiency Act--provide criminal penalties for
knowingly authorizing or incurring over-obligations or expend was in excess of budgetary resources. Therefore,
an agency’s fund control system is the primary tool for ensuring that it complies with Congressional spending
mandates.

An agency may have various systems, such as procurement and travel systems, which affect funds
management by committing and obligating funds. These and other systems that affect fund management
should access data and use other processes to verify that funds are available, and to update affected balances.
Whenever possible and cost effective, these systems should access the funds availability editing activity (of the
fund control system) before allowing an obligation to be incurred.

For purposes of budget formulation and execution, an agency’s systems of accounting and internal
controls should provide information on actual obligations, outlays, and budgetary resources. An agency is
required to use United States Standard General Ledger accounts for budgetary accounting and reporting
purposes.

Requirements for fund control systems are contained in JFMIP’s “Core Requirements” (JFMIP SR-99-4)
document. OMB Circular A-34, “Instructions on Budget Execution,” and, to a lesser degree, OMB Circular A-11,
“Preparation and Submission of Budget Estimates,” setting government-wide policies for fund management to
which a fund control system must conform.

The U.S. Treasury has issued a comprehensive illustrative guide, Budgetary Accounting in the Federal
Government (last updated in September 1996), along with Reimbursables, A Supplement to Budgetary
Accounting in the Federal Government, to provide information and proforma SGL entries for budgetary
accounting.

Financial reporting represents the culmination of the various processes that initiate, record, classify, and
summarize an agency’s financial transactions. Financial reporting is a proprietary function, not a budgetary
function, and the required information may be available as a product of the USSGL and its attributes. However,
in keeping with this guide’s cross-referencing function, there are Financial-reporting requirements for both Funds
Control and Budgetary Accounting contained in this chapter.
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8 - FUNDS CONTROL AND BUDGETARY ACCOUNTING

Functional Requirements

Funds Control and Budgetary Accounting

Functional Requirements

OOUThhWNBE

- Reporting

Reg.ID VA AT

: Record Budget Authority/Fund Allocation

: Maintain Fund Availability

- Record Commitments, Obligations and Expenditures
: Fund Analysis

: Budgetary Accounting

REQUIREMENTS

01 Record Budget Authority/Fund Allocation

08.01.01 C
08.01.02 C
08.01.03
08.01.04 C
08.01.05
08.01.06-
08.01.07
08.01.08 C
08.01.09 C
08.01.10 C
08.01.11 C

The system must provide the capability to record funding
and related budget execution documents (e.g., warrants,
apportionments, allotments) and limitations.

The system must provide the capability to control the use of
funds against limitations consistent with appropriation and
authorization language (including congressional intent and
continuing resolutions) and administrative limitations
established by agency management.

[Version 3 - This requirement deleted.]

The system must provide the capability to verify that funds
distributed do not exceed the amount of funds available for
allotment or sub-allotment at each distribution level.

[Version 3 - This requirement deleted.]

[Version 2 - This requirement deleted.]

The system must provide the capability to allow users to
track and record all changes to budget authority - including
rescissions, supplemental, transfers between TAS/TAFS,
reprogramming, limitations and changes to continuing
resolutions prior to appropriation enactment - at multiple
levels of distribution (at least five).

The system must provide the capability to record and control
all types of budgetary authority, including appropriations,
spending authority from offsetting collections, borrowing
authority and contract authority and identify the type of
authority and track obligations and expenditures by funding
source.

The system must provide the capability to record the
expiration and cancellation of appropriation authority in
accordance with OMB Circular A-34 and the USSGL.

The system must be capable of establishing and maintaining

operating/financial plans at or below the level of funds
control.
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SOURCE(S)

JFMIP SR-02-01,
req. FMC-01

JFMIP SR-02-01,
req. FMC-02

JFMIP SR-02-01,
req. FMC-04

JFMIP SR-02-01,
req. FMD-02

JFMIP SR-02-01,
req. FMC-06

JFMIP SR-02-01,
req. FMC-07

JFMIP SR-02-01,
req. FMA-01



08.01.12

08.01.13

08.01.14

08.01.15

08.01.16

08.01.17

08.01.18

08.01.19

08.01.20

08.01.21

08.01.22

08.01.23

08.01.24

08.01.25

8 - FUNDS CONTROL AND BUDGETARY ACCOUNTING
Functional Requirements

The system must provide the capability to modify funding
distribution (including apportionments and allotments) at
multiple organizational levels (at least five).

The system must provide the capability to account for
spending transactions at a lower level in the accounting
classification than they are budgeted.

[Version 3 - This requirement deleted.]
[Version 2 - This requirement deleted.]

The system must be able to divide amounts apportioned and
available for obligation by specific time periods (usually
quarterly), activities, projects, objects, or by combinations of
these categories.

The system must provide the capability to account for
budgetary resources at a lower level in the accounting
classification than they are budgeted and controlled.

The system must be capable of preparing and electronically

transmitting DD1105's (Apportionment and Reapportionment
Schedules and associated financial information) to OMB and
storing prepared requests as submitted for future use.

[This requirement is Value Added. See Value Added
Section for the requirement description.]

The system must provide the capability to establish
operating/financial plans by month and quarter at any level
of the organizational structure specified by the user.

[This requirement is Value Added. See Value Added
Section for the requirement description.]

The system must provide the capability to automatically
withdraw (or cancel) uncommitted and unobligated
allotments and sub-allotments for all or selected TAS/TAFS
at the end of a specific fiscal period.

The system must provide the capability to automatically
withdraw (or cancel) uncommitted and unobligated
allotments and sub-allotments for selected organizations at
the end of a specific fiscal period.

The system must provide the capability to distribute the
annual budget in accordance with the latest SF-132
Apportionment and Reapportionment Schedule approved by
OMB.

[This requirement is Value Added. See Value Added
Section for the requirement description.]

8-3

JFMIP SR-02-01,
req. FMD-04

JFMIP SR-02-01,
req. FMC-08

"DoDFMR,"
Volume 03,
Chapter 13,
130204.A

JFMIP SR-02-01,
req. FMC-09

JFMIP SR-02-01,
req. FMC-10

JFMIP SR-02-01,
req. FMA-02

JFMIP SR-02-01,
req. FMD-07

JFMIP SR-02-01,
req. FMD-08

JFMIP SR-02-01,
req. FMD-09



8 - FUNDS CONTROL AND BUDGETARY ACCOUNTING

Functional Requirements

02 Maintain Fund Availability

08.02.01

08.02.02

08.02.03

08.02.04

08.02.05

08.02.06

08.02.07

08.02.08

08.02.09

08.02.10

C

The system must provide the capability to perform on-line
inquiry of funds availability prior to the processing of
spending transactions (commitments, obligations, and
expenditures).

The system must be capable of overriding funds availability
edits, including automatically releasing and processing
transactions previously rejected for exceeding user-defined
tolerances. The system must also be capable of producing
a report or otherwise notify management of the over
obligation of funds.

The system must provide the capability to establish and

modify multiple levels of funds control using elements of
defined accounting classifications, including object class,
program, organization, project, and fund.

The system must provide the capability to establish and
modify the system's response (either reject transaction or
provide warning) to the failure of funds availability edits for
each transaction type.

[Version 4 - This requirement deleted.]

The system must be capable of recording transactions that
affect the availability of funds, including commitments,
obligations, and expenditures.

The system must provide the capability to automatically
update all appropriate budgetary accounts and or tables to
ensure that the system always maintains and reports the
current status of funds.

The system must ensure the amount reflected in the funds
control structure agrees with the general ledger account
balances at the end of each of update cycle.

The system must provide the capability to determine funds
availability based on whether funds cited are current,
expired, or canceled and record appropriate accounting
entries when de-obligation of expired funding occurs. Also,
the system must not allow the use of de-obligated prior-year
funds for current year expenditures.

The system must provide the capability to provide for
modification to spending documents (commitments,
obligations and expenditures), including ones that change
the dollar amount or the accounting classification cited and
check for funds availability when changes are made.
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JFMIP SR-02-01,
req. FME-03

JFMIP SR-02-01,
req. FME-08

JFMIP SR-02-01,
req. FME-01

JFMIP SR-02-01,
req. FME-02

JFMIP SR-02-01,
req. FME-05

JFMIP SR-02-01,
req. FME-09

"DoDFMR,"
Volume 01,
Chapter 02,
Addendum 2,
2.C.6

JFMIP SR-02-01,
req. FME-04

JFMIP SR-02-01,
req. FME-06



08.02.11

08.02.12

08.02.13

08.02.14

08.02.15

08.02.16

08.02.17

08.02.18

08.02.19

08.02.20

08.02.21

8 - FUNDS CONTROL AND BUDGETARY ACCOUNTING

Functional Requirements

The system must provide the capability to check for funds
availability when the obligation exceeds the commitment
document or when the expenditure (upon receipt or
disbursement) exceeds the obligating document due to
quantity or price variances, additional shipping charges, etc.,
within tolerances. The system must also be capable of
providing on-line notification when tolerances are exceeded
or when variances are within tolerances, process and adjust
the obligation accordingly.

The system must provide the capability to allow for available
fund balances to be based on reimbursable customer orders
accepted. In the case of reimbursable orders from the
public, ensure that an advance must also be received before
additional funding authority is recorded.

The system must be capable of tracking all activity related to
an individual reimbursable agreement. When recording
commitments, obligations, and expenditures incurred in
support of reimbursable agreements, the system must check
for funds availability against the amount authorized by the
agreement and the corresponding start and end dates.

The system must maintain the original funding amounts
separate from the reprogramming amounts, yet be able to
combine the two at the appropriate levels for funds control
checking.

[Version 2- This requirement deleted.]
[Version 4 - This requirement deleted.]

In the case of multiple-year appropriation accounts whose
periods of availability for obligation overlap, the system must
apply reimbursable customer orders and their related
transactions only to the most current accounts available
during the period the orders were received.

The system must be able to identify the unobligated
balances and unpaid obligations of all expired
appropriations at the time they expire.

The system must identify the unobligated balances and
unpaid obligations of all canceled appropriations at the time
they are canceled.

[Version 2 - This requirement deleted.]

The system must be capable of providing on-line notification
to users of transactions failing funds availability edits, and
make the rejected transactions available for corrective
action. This is to include transactions entered directly to the
Core system and those received from external modules or
systems.
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JFMIP SR-02-01,
req. FME-10

JFMIP SR-02-01,
req. FME-11

JFMIP SR-02-01,
req. FME-12

"DoDFMR,"
Volume 01,
Chapter 02, 2.C.1

"DoDFMR,"
Volume 03,
Chapter 15,
150204.A.3.b

"DoDFMR,"
Volume 03,
Chapter 10,
100201.G.1
"DoDFMR,"
Volume 03,
Chapter 10,
100201.G.2

JFMIP SR-02-01,
req. FME-07
OMB Circular A-
34,50.2
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Functional Requirements

08.02.22 \% A [This requirement is Value Added. See Value Added
Section for the requirement description.]

03 Record Commitments, Obligations and Expenditures

08.03.01 C The system must provide the capability to include an
application program interface (API) to accept financial data
generated by external applications (e.g., the financial portion
of mixed program systems, Electronic Data Interchange
(EDI) translators, and modules such as travel or payroll).
This interface must support the receipt of transactions for all
Core accounting components, as well as, vendor information
updates.

08.03.02 C The system must provide the capability to maintain
information related to each commitment document, including
amendments and must capture (1) requisition number, (2)
appropriate accounting classification values, and (3)
estimated amounts. The system must also provide the
capability to input line item detail for commitment
documents, including item description, unit price, quantity of
goods and services, accounting information, and amounts.

08.03.03 D Version 4 - This requirement deleted.]

08.03.04 C The system must provide the capability to future-date, store,
and automatically post commitment documents at the
appropriate date. Also, the system must provide the
capability to subject these documents to edit and validation
procedures prior to posting and provide notification when
transactions are posted.

08.03.05 The system must be able to partially liquidate commitments
in the case of partially obligated requisitions.

08.03.06 C The system must be capable of closing commitments by
document and line item under the following circumstances:
(1) automatically by the system upon issuance of an
obligating document, (2) by an authorized user, and (3)
automatically as part of the yearend pre-closing process.

08.03.07 The system should be able to record commitments to cover
contingent liabilities for price or quantity increases and other
variables related to contracts.

08.03.08 [Version 2 - This requirement deleted.]
08.03.09 D [Version 4 - This requirement deleted.]
08.03.10 C The system must have the capability to record obligations

for which there are no related commitments.
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JFMIP SR-02-01,
req. TD-01

JFMIP SR-02-01,
req. FME-15,
FME-16

JFMIP SR-02-01,
req. FME-17

"DoDFMR,"
Volume 01,
Chapter 02,
Addendum 2,
2.c5

JFMIP SR-02-01,
req. FME-18

"DoDFMR,"
Volume 03,
Chapter 08,
080202.A

JFMIP SR-02-01,
req. FME-19
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Functional Requirements

08.03.11 C The system must provide the capability to maintain JFMIP SR-02-01,
information related to obligation documents and related req. FME-20
amendments, including obligating document number and
type; vendor information, accounting classification elements,
referenced commitment (if applicable); and dollar amounts.

08.03.12 C The system must provide the capability to future-date, store, JFMIP SR-02-01,
and automatically post obligation documents at the req. FME-21
appropriate date. Subject these documents to edit and
validation procedures prior to posting and provide
notification when transactions are posted.

08.03.13 C The system must provide the capability to allow multiple JFMIP SR-02-01,
commitments to be combined into one obligating document  req. FME-23 and
and allow one commitment document to be split between FME-24

multiple obligating documents.

08.03.14 C The system must have the capability to allow authorized JFMIP SR-02-01,
modifications and cancellations of posted obligating req. FME-26
documents.

08.03.15 C The system must provide the capability to provide on-line JFMIP SR-02-01,

access to all obligations by selection criteria (e.g., document req. FME-27
number, vendor number, accounting classification

elements).
08.03.16 C The system must have the capability to maintain an on-line JFMIP SR-02-01,
history file of closed-out documents for a user-defined req. FME-28

period of time.

08.03.17 D [Version 4 - This requirement deleted.]
08.03.18 C The system must provide the capability to close obligation JFMIP SR-02-01,
documents under the following circumstances: (1) req. FME-30

automatically by the system upon final payment for goods or
services, or (2) by an authorized user. Upon the closing of
an obligation, the system must provide the capability to
automatically classify any de-obligation of excess funds to
the appropriate budgetary status (i.e., expired, unexpired,
available for obligation or unavailable).

08.03.19 C The system must be capable of recording blanket purchase  JFMIP SR-02-01,
agreements, and record, control, and track records of call. req. FME-32

08.03.20 C The system must provide the capability to record, control, JFMIP SR-02-01,
and track delivery orders against a contract limitation. req. FME-33

08.03.21 C The system must provide the capability to record and JFMIP SR-02-01,

maintain contracts and grants and related financial activity req. FME-31
so that fiscal year-to-date and inception-to-date information
can be presented.
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08.03.22

08.03.23

08.03.24

08.03.25

08.03.26

08.03.27
08.03.28

08.03.29

08.03.30

08.03.31

08.03.32

08.03.33 \Y

04 Fund Analysis
08.04.01

08.04.02

8 - FUNDS CONTROL AND BUDGETARY ACCOUNTING

C

Functional Requirements

The system must provide the capability to record and
maintain reimbursable agreements, (e.g., inter-agency
agreements,) so that monthly, quarterly, and fiscal year-to-
date as well as inception-to-date information can be
presented.

[Version 4 - This requirement deleted.]

The system must provide the capability to record advance
payments made, such as travel advances, contract
advances, and grants and ensure that an obligation exists
prior to recording an advance.

The system should be able to record obligations for
contingent liabilities for which the contingent condition(s)
have materialized.

The system must be able to cancel obligated and
unobligated balances on September 30th of the 5th fiscal
year after an appropriation's period of availability for
incurring new obligations expires.

[Version 4 - This requirement deleted.]
[Version 4 - This requirement deleted.]

The system must provide the capability to enter recurring
obligation transactions that will be automatically posted at
various time intervals such as monthly, quarterly or a
specific number of days determined by the user.

The system must provide the capability to reference multiple
funding sources on a single commitment or obligation.

The system must provide the capability to allow the vendor
used on an obligation to be different from suggested vendor
recorded on the related commitment document.

The system must provide the capability to automatically link
transactions in the spending chain, and bring forward
accounting and non-financial information from one
document to another, when the previously accepted
document is referenced (e.g., commitment to obligation,
obligation to receiving report).

[This requirement is Value Added. See Value Added
Section for the requirement description.]

The system must provide the capability to maintain current
information on commitments and obligations according to
the required accounting classification elements.

The system must have the capability to track and report on
the use of funds against operating/ financial plans.
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JFMIP SR-02-01,
req. FME-13

JFMIP SR-02-01,
req. FME-34

SFFAS-5, 109

"DoDFMR,"
Volume 03,
Chapter 15,
150307

JFMIP SR-02-01,
req. FME-22

JFMIP SR-02-01,
req. FME-25

JFMIP SR-02-01,
req. FME-29

JFMIP SR-02-01,
req. FME-36

JFMIP SR-02-01,
req. FME-37

JFMIP SR-02-01,
req. FME-38

JFMIP SR-02-01,
req. FMA-03
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08.04.04

08.04.05

08.04.06

08.04.07

08.04.08

08.04.09

08.04.10

08.04.11

08.04.12

08.04.13

08.04.14

08.04.15

08.04.16

08.04.17

08.04.18

08.04.19
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Functional Requirements
[Version 4 - This requirement deleted.]
[Version 4 - This requirement deleted.]

The system must provide the capability to produce detailed
listings and summary reports of commitments, obligations
and expenditures by the elements of the defined accounting
classifications.

The system must provide the capability to provide control
features that ensure that the amounts reflected in the fund
control structure agree with the related general ledger
account balances at the end of each update cycle.

[Version 3 - This requirement deleted.]

The system must be capable of maintaining historical data
on all commitment, obligation, payment and collection
transactions.

[Version 2 - This requirement deleted.]

[Version 4 - This requirement deleted.]

The system must be able to track obligation adjustments
and disbursements that previously would have been
chargeable to the cancelled appropriation account but were
charged to current appropriations.

The system must maintain appropriation and fund

identification for current and prior years, including tracking
those funds for which the period for obligation has expired.

[Version 2 - This requirement deleted.]
The system must provide the capability to maintain open
documents to show the status of commitments, obligations,

accruals, and disbursements by document line item.

[This requirement is Value Added. See Value Added
Section for the requirement description.]

[This requirement is Value Added. See Value Added
Section for the requirement description.]

[This requirement is Value Added. See Value Added
Section for the requirement description.]

[This requirement is Value Added. See Value Added
Section for the requirement description.]

[This requirement is Value Added. See Value Added
Section for the requirement description.]

8-9

JFMIP SR-02-01,
req. FME-39

JFMIP SR-02-01,
req. FME-40

JFMIP SR-02-01,
req. FME-41

"DoDFMR,"
Volume 03,
Chapter 10,
100201.G.3

"DoDFMR,"
Volume 03,
Chapter 10,
100201.A

JFMIP SR-02-01,
req. FME-42



08.04.20

08.04.21

08.04.22

08.04.23

08.04.24

08.04.25

08.04.26

08.04.27

08.04.28

08.04.29

08.04.30

08.04.31

08.04.32

8 - FUNDS CONTROL AND BUDGETARY ACCOUNTING
Functional Requirements

[This requirement is Value Added. See Value Added
Section for the requirement description.]

[This requirement is Value Added. See Value Added
Section for the requirement description.]

[This requirement is Value Added. See Value Added
Section for the requirement description.]

[This requirement is Value Added. See Value Added
Section for the requirement description.]

[This requirement is Value Added. See Value Added
Section for the requirement description.]

[This requirement is Value Added. See Value Added
Section for the requirement description.]

[This requirement is Value Added. See Value Added
Section for the requirement description.]

[This requirement is Value Added. See Value Added
Section for the requirement description.]

[This requirement is Value Added. See Value Added
Section for the requirement description.]

[This requirement is Value Added. See Value Added
Section for the requirement description.]

[This requirement is Value Added. See Value Added
Section for the requirement description.]

[This requirement is Value Added. See Value Added
Section for the requirement description.]

[This requirement is Value Added. See Value Added
Section for the requirement description.]

05 Budgetary Accounting

08.05.01

08.05.02

08.05.03

08.05.04

08.05.05

08.05.06

08.05.07

[Version 3 - This requirement deleted.]
[Version 4 - This requirement deleted.]
[Version 3 - This requirement deleted.]
[Version 3 - This requirement deleted.]
[Version 2 - This requirement deleted.]
[Version 3 - This requirement deleted.]
The system must provide the capability to establish and

maintain user-defined variance tolerances by document
type, percentage, and a not-to-exceed dollar threshold.

8-10

JFMIP SR-02-01,
req. FMD-06



8 - FUNDS CONTROL AND BUDGETARY ACCOUNTING
Functional Requirements

08.05.08 C The system must be capable of recording budget authority JFMIP SR-02-01,
at multiple levels of distribution (at least five). req. FMD-01

08.05.09 C The system must provide the capability to track actual JFMIP SR-02-01,
amounts and verify commitments and obligations against req. FMD-03

the budget as revised, consistent with each budget
distribution level.

08.05.10 D [Version 4 - This requirement deleted.]

08.05.11 C The system must provide the capability to manage and JFMIP SR-02-01,
control prior-year funds in the current year and support req. FMD-05 and
Public Law 101-510 (M-year legislation) by assuring that FMC-05

amounts paid out of current year funds to cover obligations
made against a closed account do not exceed 1 percent of
the current year appropriation.

06 Reporting
08.06.01 D [Version 4 - This requirement deleted.]

08.06.02 The system must support the entity's financial statements SFFAS-1, 37
disclosure of two categories of funds within the entity's Fund
Balance with Treasury account: the obligated balance not
yet disbursed, and the unobligated balance.

08.06.03 The system must support the entity's financial statements SFFAS-1, 38
disclosure of restrictions on unobligated balances (such as
balances restricted for future use and not apportioned for
current use).

08.06.04 C The system must support the entity's reconciliation of SFFAS-1, 39
discrepancies between its Fund Balance with Treasury
general ledger account and the corresponding balance in
the U.S. Treasury's account. The causes of such
discrepancies must be described in the notes to financial
statements.

08.06.05 The system must support presenting: SFFAS-7, (a)-(c)
- Total budgetary resources available to the entity during
the period,
- The status of those resources, including obligations
incurred, and
- Any outlays.

08.06.06 \Y, C [This requirement is Value Added. See Value Added
Section for the requirement description.]

08.06.07 An entity should include in its financial statements a SFFAS-7, 80
statement of reconciliation that explains the relationship
between budgetary resources obligated during the period
and the net cost of operations.
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8 - FUNDS CONTROL AND BUDGETARY ACCOUNTING
Functional Requirements

08.06.08 The system must support the presentation of information in SFFAS-7, 95
a way that clarifies the relationship between the obligation
basis of budgetary accounting and the accrual basis of
financial accounting.

08.06.09 \% A [This requirement is Value Added. See Value Added JFMIP SR-02-01,
Section for the requirement description.] req. FMC-11
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8 - FUNDS CONTROL AND BUDGETARY ACCOUNTING

Value Added

Funds Control and Budgetary Accounting —Value Added Requirements

Req. ID
08.01.19V

08.01.21V

08.01.25v

08.02.22V

08.03.33V

08.04.15V

08.04.16V

08.04.17V

08.04.18V

08.04.19V

08.04.20V

08.04.21V

REQUIREMENTS

The system should provide the capability to automatically prepare the
formal allotment and sub-allotment documents and electronically
distribute them to subordinate organizations.

The system should provide the capability to create continuing resolution
funding levels based on a percentage of prior-year funding.

The system should provide the capability to request approval for
reprogramming and request additional funds outside the periodic
budget review process and allow such requests to be submitted,
reviewed, revised, and approved.

The system should provide the capability to automatically notify users
when funds availability is reduced by transactions from external
systems (e.g., credit card payments, and payroll).

The system should provide the capability to maintain the following
additional data fields for each obligating document: requester's name,
telephone number of requester, contract number/GSA schedule
number, deliver to location (e.g., room number, division), comment
field, contact name, COTR name, COTR telephone number, Prompt
Pay indicator, approval date, and discount payment terms.

The system should provide the capability to prepare operating/financial
plans based on multiple measures, including obligations, costs, labor
hours, and full-time equivalents.

The system should provide the capability to modify/revise an existing
operating/financial plan by line item.

The system should provide the capability to maintain original and
modified operating/financial plans.

The system should provide the capability to identify legal and
administrative limitations on funds in operating/financial plans.

The system should provide the capability to generate allotments and
sub-allotments (including limitations based on approved changes to
operating/financial plans).

The system should provide the capability to enter operating/financial
plans for future operating periods.

The system should provide the capability to roll future plans into active
budget plans based on future date or retrieval function.
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SOURCE(S)

JFMIP SR-02-01,
req. FMC-12

JFEMIP SR-02-01,
req. FMC-13

JFMIP SR-02-01,
req. FMD-10

JFMIP SR-02-01,
req. FME-14

JFEMIP SR-02-01,
req. FME-37

JFMIP SR-02-01,
req. FMA-04

JFEMIP SR-02-01,
req. FMA-05

JFMIP SR-02-01,
req. FMA-06

JFMIP SR-02-01,
req. FMA-07

JFMIP SR-02-01,
req. FMA-08
JFEMIP SR-02-01,
req. FMA-09

JFMIP SR-02-01,
req. FMA-10



08.04.22v

08.04.23V

08.04.24V

08.04.25V

08.04.26V

08.04.27V

08.04.28V

08.04.29V

08.04.30V

08.04.31V

08.04.32v

8 - FUNDS CONTROL AND BUDGETARY ACCOUNTING

Value Added

The system should provide the capability to report information for all
categories on which budgetary decisions are made, whether legally
binding (e.g., appropriation limitations) or in the nature of policy
guidance and decision-making (e.g., Presidentia/l OMB pass-backs,
congressional markup documents, or internal agency decisions).

The system should provide the capability to populate the budget
formulation system with prior-year budgeted and actual amounts.

The system should provide the capability to perform projections of
obligations, income, and expenditures at any level of the organizational
structure (e.qg., projecting obligations based on prior periods and
applying these to a future period).

The system should provide the capability to adjust projection rates
(e.g., 90 percent, 100 percent, and 110 percent) and exclude specified
obligations from projection.

The system should provide the capability to create, store, and modify
payroll forecasts, including anticipated monthly compensation and
benefits, at the individual employee level.

The system should provide the capability to incorporate overhead
distribution as part of budget formulation.

The system should provide the capability to develop budgets on-line
and via upload from spreadsheets.

The system should provide the capability to prepare budget submission
guidance, budget narratives, and budget briefing packages on-line and
via upload from desktop software applications.

The system should provide the capability to distribute budget
submission guidance to subordinate organizations electronically.

The system should provide the capability to establish and maintain
multiple budget cycles.

The system should provide the capability to tie budget formulation to
the agency's stated goals and objectives required by GPRA.
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JFMIP SR-02-01,
req. FMB-01

JFMIP SR-02-01,
req. FMB-02

JFEMIP SR-02-01,
req. FMB-03

JFMIP SR-02-01,
req. FMB-04

JFMIP SR-02-01,
req. FMB-05

JFMIP SR-02-01,
req. FMB-06

JFMIP SR-02-01,
req. FMB-07
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req. FMB-08
JFMIP SR-02-01,
req. FMB-09

JFMIP SR-02-01,
req. FMB-10

JFMIP SR-02-01,
req. FMB-11



8 - FUNDS CONTROL AND BUDGETARY ACCOUNTING
Value Added

08.06.06V  The system must support the disclosure of the amount of SFFAS-7, 77  SFFAS-7, 77 (a) - (i)

(a) - (i) budgetary resources obligated:

- for undelivered orders at the end of the period,

- the available borrowing and contract authority at the end of the
period,

- repayment requirements, financing sources for repayment, and
any other terms of borrowing authority used,

- any material adjustments that occurred during the reporting
period to those budgetary resources that were available at the
beginning of the year. An explanation should be included,

- the existence, purpose, and availability of indefinite appropriations,

- information about any legal arrangements affecting the use of
unobligated balances of budget authority. Such information should
include the time limits, purposes, and obligation limitations,

- explanations of any material differences between the
information required by SFFAS-7, paragraph 79, and the amounts
described as "actual” in the Budget of the United States,

- the amount of the difference, when recognized unfunded liabilities do
not equal the total financing sources.

The disclosure shall also include an explanation that identifies the
relevant balance sheet accounts, and the amount of any capital
infusion received during the reporting period.

The amount of the difference, when recognized unfunded liabilities do

not equal the total financing sources. The disclosure shall also include

an explanation that identifies the relevant balance sheet accounts, and
the amount of any capital infusion received during the reporting period.

08.06.09V  The system should provide the capability to generate budgetary datain  JFMIP SR-02-01,
format required by OMB's MAX system. req. FMC-11
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9 - ACCOUNTS PAYABLE (PAYMENT MANAGEMENT)
Introduction

CHAPTER 9

Accounts Payable (Payment Management)

Each federal agency is responsible for providing appropriate control over all payments made by it or on
its behalf. Title 5, Code of Federal Regulations, Part 1315 implements the Prompt Payment Act requirements
that specify government policy for payments made by federal entities. Different payment and related processes
are used for different programs (e.g., entittement program payments, commercial payments, and intra-
governmental payments), for different payment methods (check, electronic funds transfer [EFT], and card
technology), and for payments issuing offices (e.g., by DoD disbursing offices, by the Department of the
Treasury, or Department of State). Various systems in the DoD architecture perform functions relating to
payments. For example, fund control systems establish obligations and other systems record accounts payable.
Still other systems actually make the payments. Finally, summary data regarding payments are provided to
accounting systems for proprietary and budgetary accounting purposes.

This version of this document contains items requiring DUNS numbers (09.01.05 in this chapter). Per
OUSD(C) Accounting Policy, this is “in advance of a recent request by OMB for comments on a proposed OMB
memorandum that establishes such a requirement for DUNS for intra-governmental payments. The OMB needs
to confer with the Department of the Treasury to develop clear and concise procedures for expanding payment
requirements that must be carried out by people other than disbursing office personnel. Although the
requirement for the DUNS takes the government closer to meeting its outsourcing/privatization goals, it places a
severe burden in terms of knowledge/qualification requirements for government personnel responsible for all
aspects of payment processing. The issue of intra-governmental payments involving both a payment and
collection process is at the core of the implementation dilemma.” Per OUSD(C) e-mail of 06SEP02, “The OMB
has agreed to allow the DoD to utilize the Department of Defense Activity Address Code (DoDAAC) instead of
Dun and Bradstreet's Data Universal Numbering System (DUNS) numbers to identify buying and selling
activities.” NOTE: A business may have more than one DUNS number, and the number(s) may change;
guestions regarding this paragraph may be directed to the DFAS-DSMA at bluebook@dfas.mil.

Note: Throughout the chapter the terminology used for “vendor,” etc. is that used in the source
document. DoD uses special terminology for “vendor” and “contractor” (“commercial” is the terminology used to
include both vendor and contractor). Users must understand that this document does NOT necessarily use the
special DoD terminology for requirements that come from sources outside of DoD.
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9 - ACCOUNTS PAYABLE (PAYMENT MANAGEMENT)
Functional Requirements

Accounts Payable (Payment M anagement)

Functional Requirements

: Maintain and Update Payee Information
: Recognize Liabilities/Establish Payables
: Schedule Payments for Disbursement
4: Execute Payments

5: Confirm and Follow-up on Payments

1
2
3

REQUIREMENTS

[Version 4 - These requirements deleted.]

The system must provide the capability to support payments
made to third parties (payees) that act as an agent for the payee
(vendor). Maintain information needed to produce IRS 1099s for
the principal party rather than the agent.

The system must provide the capability to maintain payee
(vendor) information to support obligation, accounts payable,
and disbursement processes. The following payee information
must be included: vendor name, vendor ID number, vendor type
(e.g., Federal agency, state/local government, commercial
entity, individual, employee), TIN, three or more payment
addresses, three or more separate instances of banking
information (i.e., account and routing numbers) for issuing
payments, bank account type (check or savings), three or more
contact names, three or more contact telephone numbers,
Federal vs. Non-federal indicator, six-digit Trading Partner
codes, entity type (e.g., small business, 8A, women owned
business), multiple vendor payment methods (e.g., Electronic
Funds Transfer (EFT), check), third-party information (e.qg.,
payee TIN for notice of assignment), data Universal Numbering
System (DUNS) number7,ALC number (for Federal vendors),
subject to Prompt Pay indicator, Internal Revenue Service (IRS)
-1099 indicator, W-2 indicator, comment field, date of last
update, and User ID of last update. (Per OUSD(C) Accounting
Policy, Disbursing Station Numbers [DSSNs], UICs, etc. should
be associated and included with the ALC for payments.)

The system must provide the capability to provide queries and
reports on payee information by user-defined criteria, such as
payee name, payee number, and IRS 1099 reporting status.

[Version 4 - These requirements deleted.]

6: Reporting
Reqg.ID VA AT
01 Maintain Chart of Accounts
09.01.01- D
09.01.03
09.01.04 C
09.01.05 C
09.01.06 C
09.01.07 D
09.01.08

[Version 3 - These requirements deleted.]

9-2

SOURCE(S)

JFMIP SR-02-01,
req. PMA-02

JFMIP SR-02-01,
req. PMA-01

JFEMIP SR-02-01,
req. PMA-05



09.01.09

09.01.10

09.01.11

09.01.12

9 - ACCOUNTS PAYABLE (PAYMENT MANAGEMENT)
Functional Requirements

The system must provide the capability to prevent the duplicate
entry of vendor records (e.g., by editing vendor ID numbers or
vendor names) and provide an on-line warning message to the
user when duplication is identified.

The system must provide the capability to track and maintain a
history of changes to the vendor file, including vendor additions
and purges, and changes to vendor specific information such as
payment address, bank account and routing information, and
payment type. The system must also provide the capability to
maintain an audit trail of payments made to historical vendor
information.

The system must provide the capability to activate and
deactivate vendors that meet user selected criteria (e.g., such
as length of time with no activity.)

[This requirement is Value Added. See Value Added Section for
requirement description.]

02 Recognize Liabilities/Establish Payables

09.02.01

09.02.02

09.02.03

09.02.04

09.02.05

09.02.06

Cc

The system must provide the capability to warehouse payment
vouchers for future scheduling.

The system must provide the capability to record an accrued
liability upon receipt and acceptance of goods and services and
properly identify them as capital asset, expense, prepaid
expense, or construction.

The system must provide the capability to determine the due
date and amount of vendor payments in accordance with Title 5,
Part 1315 of the CFR which states, in part, that for agencies
subject to prompt payment requirements, payment is due on
either: (1) 30days after the receipt of a proper invoice for
services and non-dairy products; (2) 10 days after the receipt of
a proper invoice for dairy products; (3) the date specified in the
contract; (4) in accordance with discount terms when discounts
are offered and taken; or (5) in accordance with Accelerated
Payments Methods.

The system must provide the capability to record additional
shipping and other charges to adjust the payment amount, if
they are authorized and within variance tolerances.

The system must provide the capability to split an invoice into
multiple payments on the appropriate due dates when items on
the invoice have different due dates or discount terms.

The system must provide the capability to record discount terms
and automatically determine whether taking the discount is
economically justified, as defined in the U.S. Treasury Financial
Manual, Volume I, Section 6-8040.
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JFMIP SR-02-01,
req. PMA-03

JFEMIP SR-02-01,
req. PMA-04

JFMIP SR-02-01,
req. PMA-06

JFMIP SR-02-01,
req. PMB-04

JFEMIP SR-02-01,
req. PMB-01

JFMIP SR-02-01,
req. PMB-14

JFMIP SR-02-01,
req. PMB-18

JFEMIP SR-02-01,
req. PMB-16

JEMIP SR-02-01,
req. PMB-17



09.02.07

09.02.08

09.02.09

09.02.10

09.02.11

09.02.12

09.02.13

09.02.14

09.02.15

09.02.16

9 - ACCOUNTS PAYABLE (PAYMENT MANAGEMENT)
Functional Requirements

The system must provide the capability to automatically update
the funds control and budget execution balances to reflect
changes in the status of obligations and expended
appropriations, as well as changes in amounts.

[Version 3 - This requirement deleted.]
[Version 4 - This requirement deleted.]

The system must provide the capability to establish payables
and make payments on behalf of another agency, citing the
other agency's funding information. For each disbursement
made on behalf of another agency, the system must provide the
capability to provide the information required (e.g., purchase
order number or reimbursable agreement number and the ALC)
by Central agency systems (e.g., Intra-governmental Payment
and Collection System (IPAC)) to the appropriate Central
agency system. Per OUSD(C) Accounting Policy, Disbursing
Station Numbers [DSSNs], UICs, etc. should be associated and
included with the ALC for payments.)

[Version 4 - This requirement deleted.]

The system must provide the capability to allow a warehoused
payment to be modified, cancelled, and put on hold.

The system must provide the capability to process credit
memoranda for returned goods or other adjustments. The
system must also provide the capability to apply the credit to the
specific obligation that resulted in the credit, reducing the
expenditure attributed to that obligation. If a credit is not fully
liquidated by one payment, the system must provide the
capability to maintain the balance of the credit (e.g., as an
account receivable) for application against a future payment and
creating the appropriate notice to the vendor that a credit has
been applied to the affected payment.

The system must provide the capability to reverse disbursement
transactions for voided checks or for other payments that have
not been negotiated.

The system must provide the capability to record obligations,
expenses, assets, etc., associated with payments made through
use of imprest funds, third-party drafts, and Government credit
cards and establish payables to replenish the imprest fund.

The system must provide the capability to schedule payments of

advances, prepaid expenses, loans, and grants, with the
appropriate accounting entries for each.
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JFMIP SR-02-01,
req. PMB-03

JFMIP SR-02-01,
req. PMB-22

JFMIP SR-02-01,
req. PMB-05

JFMIP SR-02-01,
req. PMC-29

JFMIP SR-02-01,
req. PMD-08

JFMIP SR-02-01,
req. PMB-19

JFMIP SR-02-01,
req. PMB-21



09.02.17

09.02.18

09.02.19

09.02.20

09.02.21

09.02.22

09.02.23

09.02.24

09.02.25

09.02.26

09.02.27

09.02.28

9 - ACCOUNTS PAYABLE (PAYMENT MANAGEMENT)
Functional Requirements

The system must provide the capability to record expense or
assets when goods have been received, or services performed,
for items that were funded by advances, prepaid expenses, and
grants and make the appropriate liquidations. The system must
also provide the capability to verify funds availability and
automatically update funds control account and or table
balances to reflect obligation changes.

The system must provide the capability to automatically compute
amounts to be disbursed, including discounts, interest, and
penalties, in accordance with Title 5, Part 1315 of the CFR and
generate the appropriate transactions to reflect the payment
deductions and additions.

The system must define tolerances used for quantity variances
between receiving reports and the obligating documents. The
system should identify goods or services rejected if this
tolerance is exceeded and provide for overrides by authorized
personnel. (Per OUSD(C) Accounting Policy, for all override
actions a history file should be automatically recorded for proper
certification and post payment audits.)

The system must use the correct interest rate (issued by the U.S
Treasury every 6 months, beginning January 1 and July 1 of
each year) for prompt payment of interest.

[Version 4 - This requirement deleted, after move to another
FFMR.]

When an entity accepts title to goods, whether the goods are
delivered or in transit, the system must recognize a liability for
the unpaid amount of the goods. If invoices for those goods are
not available when financial statements are prepared, then the
amounts owed must be estimated.

The system must record interest payable for the amount of
interest expense incurred and unpaid.

The system must identify interest payable to federal entities
separately from interest payable to the public.

[Version 3 - This requirement deleted.]
[Version 2 - This requirement deleted.]

When evidence of performance is received, the system must
record the transaction simultaneously in the budgetary accounts
as accrued expenditures unpaid and in the proprietary accounts
as accounts payable.

The system must identify those instances where an invoice is
missing a receiving report or an acceptance and communicate
that it is missing. It must also identify when goods or services
have been received and accepted without an invoice being
recorded.
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JFMIP SR-02-01,
req. PMB-23

JFMIP SR-02-01,
req. PMC-02

"DoDFMR,"
Volume 01,
Chapter 02, Add.
2 D3a

"DoDFMR,"
Volume 10,
Chapter 07,
070306

SFFAS-1, 77

SFFAS-1, 81

SFFAS-1, 82

"DoDFMR,"
Volume 04,
Chapter 09,
090102B

"DoDFMR,"
Volume 01,
Chapter 02, Add.
2 D3c



09.02.29

09.02.30

09.02.31

09.02.32

09.02.33

09.02.34

09.02.35

09.02.36

09.02.37

09.02.38

09.02.39

09.02.40

09.02.41

09.02.42

09.02.43

9 - ACCOUNTS PAYABLE (PAYMENT MANAGEMENT)
Functional Requirements

The system must provide the capability to record expenditures
claimed against advance payments made, and automatically
liquidate the advance either partially or fully, as appropriate.
The system must also allow the recording of advance refunds.

The system must allow transactions to be entered directly for
those events that will result in payment but are not part of the
normal commitment, obligation, and matching process.

The system must reject interfacing system transactions, which
do not have a valid vendor identified, except when overrides are
properly authorized. (Per OUSD(C) Accounting Policy, for all
override actions a history file should be automatically recorded
for proper certification and post payment audits.)

[Version 2 - This requirement deleted.]
[Version 4 - This requirement deleted.]

The system must reflect contractual holdbacks as liabilities.

[Version 3 - This requirement deleted.]
[Version 4 - This requirement deleted.]

When facilities or equipment are constructed according to
contract specifications, the system must record a payable for the
estimated work completed.

The system must identify accounts payable not covered by
budgetary resources.

The system must record advances and prepayments (received
from other entities for goods to be delivered or performed) as
other current liabilities.

[Version 3 - This requirement deleted.]

The system must provide the capability to capture, store and
process the following information for each vendor invoice, for
audit trail, research and query purposes: invoice number,
invoice date, invoice receipt date, invoice due date, invoice
amount, unit price and quantity, description, discount terms, as
applicable, obligating document reference(s), and vendor
identification number and address code.

[Version 4 - This requirement deleted.]

[Version 4 - This requirement deleted.]
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JFMIP SR-02-01,
req. FME-35

"DoDFMR,"
Volume 01,
Chapter 02, Add.
2 D5a

"DoDFMR,"
Volume 01,
Chapter 02, Add.
2 D8g

"DoDFMR,"
Volume 04,
Chapter 08,
080211

SFFAS-1, 79

SFFAS-1, 80

SFFAS-1, 85

JFMIP SR-02-01,
req. PMB-11



09.02.44

09.02.45

09.02.46

09.02.47

09.02.48

09.02.49

09.02.50

09.02.51

09.02.52

09.02.53

09.02.54

09.02.55

09.02.56

9 - ACCOUNTS PAYABLE (PAYMENT MANAGEMENT)
Functional Requirements

The system must allow vendors to be added to or deleted from
the vendor file if there is proper authorization.

[Version 4 - This requirement deleted.]

The system must report current liabilities due to federal entities
separately from those due to employees and the public.

The system must provide the capability to apply credits against
subsequent disbursements to the same vendor regardless of the
funding source.

The system must provide the capability to accommodate an
invoice number field of up to 30 characters or the current
requirement of | TFM-6-5000.

The system must provide the capability to record "full" or
"partial” receipt and acceptance of goods and services by line
item.

The syste